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— Eas 


We know a hit & miss investor 
who insists that success in the 
stock market is mostly a matter of 
luck. Granting that even a clock 
that has stopped is right twice a 
day, our friend couldn’t be more 
wrong. Stock market success is 
not a matter of luck, but enlighten- 
ment—knowing how the market 


“Just Like Going To College” 


to “Mistakes Most Investors 
Make .. .” Frequently revised to 
keep them up-to-date, the sections 
cover every conceivable phase of 
investment, discuss both theory 
and practice, get down to the ac- 
tual mechanics of. stock buying 

and selling. 
Included also is a small library 
of invaluable 





works, why it 
does, and thus be- 
ing in the best 


position to know 
when to act. 
Only where do 
you find all this 
information? 
Books on the 
stock market 
would make Dr. 
Eliot’s five-foot 
shelf look like the 
Reader’s Digest. 
You can’t read. 
them all. And not 
everyone has the 
time or the incli- 
nation to go back 
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study aids: book- 
lets describing the 
workings of the 
SEC and the New 
York Stock Ex- 
change, a handy 
pamphlet on the 
why’s & where- 
fore’s of put & 
call options, a 
giant chart trac- 
ing the variations 
in stock averages 
as they have been 
affected by world 
events, even a re- 
production of the 
front page of The 




















to school. To these 
discouraging al- 
ternatives, there is, happily, one 
next-best thing: Forses Stock 
Market Course, a one-volume, 15- 
lesson primer in stock market in- 
vestment written for the novice 
investor and covering all basic 
information. It was not written for 
the professional market analysts. 

To Have & Have Not. The idea for 
Forses’ Stock Market Course was 
conceived in 1948 by Founder B. C. 
Forbes, who had long been struck by 
the fact that some men were out- 
standingly successful, others not. 
He determined that, given the 
same facts and the compulsion to 
make diligent use. of them, the 
have-nots could give the haves a 
run for their money. Called in to 
assemble the facts in readable, 
meaningful form was investment 
specialist and Forses Columnist 
Joseph Goodman. The Forses 
Stock Market Course was the re- 
sult. Heartily received, it has been 
a regularly updated Forses prod- 
uct ever since. 

One graduate of the Course 
wrote to tell us recently that read- 
ing the book was “just like going 
to college.” It is precisely what 
Founder Forbes intended. The 
Course contains 15 fact-packed 
sections, from the “Role of the 
Stock Market in Building Capital” 





New York Times, 
the issue dated 
October 30, 1929. 

Low Cost of Learning. Especially 
helpful are the sections on dollar 
cost averaging, how to read a fi- 
nancial report and the meaning of 
bull and bear markets, not to men- 
tion “The Professional Wisdom of 
Wall Street,” which cités 26 in- 
investment axioms (among them: 
“A bull makes money, a _ bear 
makes money; but a hog makes 
nothing”). 

Originally, Forses’ Stock Market 
Course was priced at $100, but 
B. C. Forbes wished to put it in the 
hands of as many investors as pos- 
sible. Because of its wide accept- 
ance, Forses has been able to reduce 
that price, now offers the Course at 
a nominal $27.50, which amounts 
to an education in stock market in- 
vestment for $1.83 per lesson. 

Apparently the Course has done 
its work well, according to the 
welcome comments that keep com- 
ing in from “students” all over the 
world. A Honolulu reader pro- 
nounced it “highly educational”; 
another in Nebraska called it “ideal 
for persons like me who know so 
little about the stock market.” One 
letter particularly pleased us. It 
came from a reader in Delaware 
who bought the course at $27.50. 
Wrote he: “It’s worth $100.” 
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Map shows conditions in 87 U.S. business areas, each of which is an economic unit where 
changes depend on the same key factors. Shaded areas reflect decline or improvement for a 
two-month period ending the last week of May. 






































THE TOP TEN CITIES a Percentage Gain ZONE INDEXES 
Months Listed: Over Last Year: 

GREATEST GAINS SMALLEST Cains Ru. Fd a BD 
Miami, Fla. (2) +12% | Detroit, Mich. (4) —11 JUNE JuLy auveust 
Tucson, Ariz. (7) 12 | pittsburgh, Pa. 7! New England 46% | +5% | +3% 
Tempe, Fia.@) 10 Knoxville, Tenn. 4)! Middle Atlanti 7 3 
Sacramento, Cal. —— ae +8 + + 

(2) Scranton, Pa. 3| Midwest +1 +0* «lj 
Reno, Nev. 9 Stam Falls, S. D. 3} South +9 +7 +4 
Phoenix, Ariz. G | Durttagion, W 3| North Central +4 | 44 +3 
Roanoke, Va. 7 Des Moines, lowa 21 South Central 45 +5 +3 
Charleston, Se Cincinnati, Ohio 2 | Mountain 49 +9 +6 
Mobile, Ala. 7 | Washington, D. C. 2 Pacific 45 45 42 
Denver, Colo.(2) 7 | Providence, R. I. 2 
Date in parentheses indicates city has been con- 
tinuously in this column since Map for indicated CATION EE +6 +5 +2 
month. *Change of less than 0.5 percent 
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READERS SAY 


Talking Turkey (Cont.) 


Sm: My wife, who is an avid Forses 
reader, spotted at once your “Report on 
Turkey” (Forses. July 15), and I want 
to record the fact that I read it with 
tremendous interest. 

—CLARENCE B. RANDALL 
Chairman, Council 
on Economic Policy 
Washington, D. C. 


Sm: Please allow me to congratulate 
you for your objective, accurate, and 
dalanced article on my country. 

—ALTemuR Kiic 
Press Attaché 
Office of the 
Turkish Press Attaché 
Washington, D. C. 


Revamped Lineup 


Sm: I have always looked down my big 
ple who write to the editors 
y point out an error in a 
now I find myself doing it, 






my favorite companies—Eli Lilly. 
In your story on Abbott Laboratories 
(Forses, July 15) you write that Abbott 
is “the U.S.’ fourth largest ethical drug- 
maker” after Pfizer, Merck, and Parke, 
Davis. For the sake of the folks in In- 
dianapolis, Eli Lilly’s home town, won’t 
you please set this record straight? 

—ALEeXx CARROLL 
Indianapolis, Ind. 


Sir: I should like to know what hap- 
pened to giant Eli Lilly & Co., who for 
years enjoyed first place. You also say 
that among several companies engaged 
in making tranquilizing drugs, Lilly is 
one. To my knowledge . . . Lilly has no 
tranquillizer on the market. 

—JosePH BRAHIN 
Eddystone, Pa. 


To Eli Lilly and its friends, Forses 
apologizes. For the record, Lilly is big- 
gest of all ethical drugmakers in terms 
of total assets, third (after Pfizer and 
Merck) in sales. At 1956’s half-way mark, 
its sales ($90 million) were roughly $3 
million greater than either Pfizer’s or 
Merck’s. On thé tranquillizer front, Lilly 
has been making Sandril (reserpine) 
since 1954.—Ep. 


Underground Railroad 


Sm: In your August 1 issue, you have 
an article on Union Pacific entitled 
“Shrinking Assets.” It is true that the 
U.P’s once very profitable Wilmington 
field is being depleted, but they are drill- 
ing exploratory wells in other areas 
which are proving good producers... 
In addition, a pipe line is being com- 
pleted which will provide a heretofore 
unprovided market for a large natural 
gas reserve in the Rocky Mountain area. 

(CONTINUED ON PAGE 8) 
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What’s going on 


at Calumet & Hecla? 





These rugged power generators in the Des Joachim plant of the Ontario 
Hydro-Electric Power Commission are cooled by products of our Canada 
Vulcanizer and Equipment Company affiliate, who specialize in the design 
and fabrication of a wide variety of heat 
transfer equipment utilizing integral finned 
tube. They also manufacture and distribute 
a complete range of tire repair and retread- 
ing equipment. 

The shower of wood chips at the left is 
a by-product of our Forest Industries Divi- 
sion, Goodman Lumber Company, Wiscon- 
sin. These chips are shipped in carload lots 
to many companies engaged in the produc- 
tion of prepared roofing, charcoal briquettes 
and plastic materials. Goodman Lumber 
products range from a variety of wood 
veneers to special hardwood dimension and 
all types of millwork shapes. 

From wood products to heat exchangers, 
from metal tubing to agricultural chemicals, from foundry products to 
metal extrusions, the widely diverse products and processes of the divisions 
of C. & H. are uniform in only one respect: they are all stamped with a 
pride of craftsmanship and know-how that is your assurance of quality 
performance. Calumet & Hecla, Inc., Chicago 3, Illinois. 


Calumet= 
Hecla, Inc. 


FABRICATORS OF COPPER, ALUMINUM, STEEL AND WOOD PRODUCTS— 
MINERS OF COPPER, PRODUCERS OF AGRICULTURAL CHEMICALS 


DIVISIONS OF 
CALUMET & HECLA, INC,.— 


CALUMET DIVISION 

WOLVERINE TUBE DIVISION 
CANADA VULCANIZER and 
EQUIPMENT COMPANY LTD. | 


FOREST INDUSTRIES DIVISION 
GOODMAN LUMBER CO. 
































































pick of the pack 


for $30-tops! 


That’s right. All the stocks in our 
brand new booklet, “100 Popular 
Priced Stocks” are selling for less than 
$30 a share—some for less than $10. 
Or at least that was the case when we 
went to press. 

How good are these stocks? Just how 
did we select them? 
Well, our Research 
Department started 
with a list of nearly 
500 stocks all sell- 
ing for $30 or less, 
then carefully 
whittled that list 
down to the top 
one hundred by— 

Sifting the various values avail- 

able at each price... 

Comparing the current industry 

standings . . . 

Evaluating the future prospects 

for growth or income. 

As you'll find in the booklet, the 
final stocks they selected pretty well 
blanket American business, offer oppor- 
tunities to invest in 28 different indus- 
tries. Some of the companies, like 
America’s biggest railroad and largest 
airline, have broad and active markets; 
others are not so well-known. 

The booklet grades every stock in 
terms of its investment or speculative 
character, gives you descriptive digests 
on each company and pertinent statisti- 
cal information that should help you 
decide which ones to buy in the light 
of your own circumstances. 

If you'd like to receive a copy of 
“100 Popular Priced Stocks” yourself, 
just ask. We'll be happy to mail one 
without charge or obligation of any 
kind. Simply call or write— 


Department SD-64 


Merrill Lynch, 


Pierce, Fenner & Beane 


70 Pine Street, New York 5, N. Y. 
Offices in 107 Cities 











READERS SAY 


(CONTINUED FROM PAGE 7) 


The UP also owns 6% of a large iron and 
titanium deposit near Laramie, Wyoming 
which they are developing as well as tre- 
mendous areas of land which have valu- 
able timber, minerals and other assets 
which, for one reason or another, the 
road has not attempted to utilize to any 
great extent. Ore is just lying there 
waiting for the time when the UP finally 
gets around to using it. . . . These things 
more than offset their other “shrinking 
assets.” ; 

—Currrorp L. LOCHRIDGE 
Coral Gables, Fla. 


Changing Scenes 


Sm: Permit me to congratulate you on 
the article, “The Not So Silent Partners,” 
in your annual stockholders’ census 
(Forses, August 1). This is an excellent 
summary . . . However, may I take up a 
small item of personal interest as far as 
our company is.concerned. You list us 
under textiles which is only partially 
correct inasmuch as one third of our 
activities is in the textile business. As 
you know, we are in building materials, 
chemicals, electrical equipment and elec- 
tronics, the automotive industry, radar 
antennae, and several others. .. . It may 
be time to introduce a new category to 
recognize the changing climate in the 
American business scene, namely, “Diver- 
sified Industries.” Companies such as 
Penn-Texas, U.S. Industries, Borg 
Warner, Rockwell, Olin Mathieson . . 
and many others would fit into such a 
classification. 

—Herman E. GoopMAN 
Director of Public Relations 
Textron, Inc. 
New York, N. Y. 


Sm: The Chicago Corporation, listed 





with the closed-end investment trusts... 
| has become a fully integrated oil com- 
| pany. There is a chance that next month 
| our name will be changed to . . . Cham- 
| plin Refining Company so that next year 
on your annual stockholders’ census I am 
sure you will list us with the oil com- 
panies. 

—JoHN R. EFFINGER 

Assistant Secretary 

The Chicago Corp. 
Chicago, Iil. 


Alphabet Soup 


Str: You probably have received two 
million cards and letters on this already, 
but I just cannot resist the urge. On 
page 19 of your August 1 issue, you gave 
the ticker symbol TX to Tri-Continental 
when it should have been TY. Later on, 
you gave it to its rightful owner, 
Texaco... 

—Evans THORNTON 
New York, N. Y. 


Forses regrets the alphabetical scram- 
ble, but the two-million figure is just a 
bit high. Only 14 readers failed to resist 
the urge.—Eb. 





Warning 


Sm: Mr. Biel’s courageous article, 
“Creeping Inflation” (Forses, July 15), 
presenting the viewpoint of the private 
investor, seems to ask for a more pene- 
trating analysis of the probable future of 
the American currency. It will not be 
enough, in the long run, to gloat about 
the expansion of the Gross National Prod- 
uct even measured in 1950 dollars. Com- 
placently accepting a progressively de- 
teriorating currency is bound to unleash 
elemental forces . . . which will sweep 
away our free enterprise system... . 

: —Evucene I. STErn 
Macon, Ga. 


Protest 


Sm: ... I sincerely hope that your 
trespass of what I have always considered 
the personal privilege of an individual 
citizen of the United States was an error. 
The reference is to an article in your 
July 1 issue titled “Faceless Manage- 
ment—Top Secret.” To me it was strictly 
juvenile and certainly added nothing to 
the stature of Forses. 

—Everett S. GREER 
Zanesville, Ohio 





Forses editors continue to be deluged 
with letters from all over the U.S. com- 
menting on our feature “How Good Are 
the Mutual Funds?” (Forses, July 1). 
Herewith are selections from a few of the 
latest ones—Eb. 





Sir: My business is exclusively in mu- 
tual funds and I have been in this busi- 
ness many years. There is one thing you 
have missed in discussing the advantages 
of the funds, and that is the great saving 
of time, bother, routine, investment 
chores and, to a large extent, mental 
strain. ... You may recall what Napoleon 
once said to an aide: “Go sir, gallop, and 
don’t forget that the world was made in 
six days. Ask for anything you like ex- 
cept time.” 

But the next time you run an article 
about mutual funds why don’t you point 
out the phony sales arguments being 
used by many mutual fund salesmen? 

For example, a favorite racket is to 
call up the widow Jones just before the 
dividend date of some fund and tell her 
the fund is going to pay a good dividend 
... She buys the fund and gets her divi- 
dend. But she has gotten nothing except 
her own money back; the dividend had 
already been added in the price. 

Another great racket is leading people 
to believe that capital gains distributions 
constitute income return, whereas they 
constitute solely a partial return of 
principal. If they are taken down in cash 
and spent, the investment is decreased 
and future dividends will always be 
smaller in amount. 

Then there is the great new boon to 
the. investor, the so-called Regular 
Monthly Withdrawal Plans .. . Many 
investors never understand it and think 
they have something like an imsurance 
annuity which pays for the rest of their 
lives. Wait and see what happens in a 
bear market. 

(CONTINUED ON PAGE 50) 
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TRENDS & TANGENTS 


Despite recent price cuts, high te- 
nacity rayon yarn for use in auto and 
truck tires is not selling well. Pro- 


















duction totaled 202.2 million pounds | 


during the first half of this year, only 


2% less than last year. But stocks on | 
hand have zoomed from 5.2 million | 


pounds to 14.1 million pounds, a 171% 
increase. 


It will cost men about 5% more to 
be well-groomed by the time cooler 
weather arrives, according to New 
York clothing buyers and manufac- 
turers. Men’s suits are slated to rise 
that much by fall. 


Up in smoke: $517 million. That’s 
the amount of property destroyed by 
fire in the U.S. for the first six months 
of this year, according to the National 
Board of Fire Underwriters. The 
half-billion plus figure represents a 
10.1% increase over the first half of 
1955. 


Candymen are fighting a hard battle 
with waistline-conscious Americans, 
but their success has been slim. Per 
capita candy consumption hit a low 
of 16.6 pounds last year, against 18 
pounds in 1950, 20.5 pounds back in 
1944. Chocolate makers, however, 
find a silver lining: due to reduced 
demand, cocoa prices have fallen 
from 70c a pound two years ago to 
a present 28c, helping chocolate mak- 
ers’ margins. 


Forging ahead in the free world’s 
markets, U.S. exports are expected 
to hit a record $18 billion this year. 
Including shipments made under the 
foreign aid programs, exports during 
the first six months came to slightly 
more than $9.1 billion vs. $7.7 billion 
in the first half of 1955. On the other 
side of the coin: a probable 16% in- 
crease in imports this year. 


Personal income, a touchstone of 
U.S. prosperity, soared to a record 
average rate of $320.2 billion during 
1956’s first six months. A big part 
of the increase (7% above 1955’s 
$299.5 billion rate), was accounted 
for by rises in employment in non- 
manufacturing industries. Biggest 
gainers: construction and finance. 
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Will U.S. manufacturers of cordage 
and twine, currently seeking rescue 
from a flood of foreign imports, find 
it behind the Government’s protective 
tariff wall? Since humble cord and 
twine are important enough in war- 
time to warrant government stock- 
piling, Defense Mobilizer Flemming 
himself is already trying to determine 
whether further imports will impair 
the capacity of domestic producers. 


The repercussions of a recent rock- 
slide which blocked off a tunnel at 
Aluminium Ltd.’s Kitimat refinery 
were felt thousands of miles away in 
Wall Street. The prospects of produc- 








tion losses and lower earnings were 
enough to promptly cause Alumin- 
ium’s common to slide 10 points in 
three trading days. 


Small change shortage has forced 
the Denver Mint, which produces 
70% of all U.S. coins, to work 20 
hours a day to clear up the acute 
scarcity of pennies, nickels, dimes 
and quarters. Only coins now on 
normal production run: half dollars 
and silver dollars. Supplies of these, 
say Mint officials thankfully, are 
adequate. 


(CONTINUED ON PAGE 54) 








Why every 13th 
Armco man 
is overseas 


The market for Armco Steels is world-wide, 


so Armco itself is world-wide. 


The Armco International Corporation has representation 
in scores of countries abroad, staffed by Armco trained spe- 
cialists. Many of these people develop sales for Armco’s 
American-made products. Others fabricate finished products 
in our own plants overseas. Still others provide consultant 
services on a fee basis for engineering, building and oper- 
ating foreign-owned steel plants. 


All signs point to growing world markets for steel. Our 
13th man overseas is making sure that a big share of this 


new market comes to Armco. 


ARMCO STEEL CORPORATION 


MIDDLETOWN, OHIO 


SHEFFIELD STEEL DIVISION - ARMCO DRAINAGE & METAL PRODUCTS, INC.» THE ARMCO INTERNATIONAL CORPORATION — 








Every day, 18 trunk lines move over $10,000,000 worth of freight through the St. Louis Terminal yards. 


St. Louis-2nd largest rail terminal 
-and the only one truly central! 


A larger delivery territo 
reached overnight from St. Louis 
than from any other city! And the 
city’s 18 trunk-line railroads operate 
52% of the total U.S. Class I mileage. 
In addition, Union Electric’s home 
city is host to more than 3,000 truck- 
trailer units daily, while the world’s 
largest inland waterway, 13,494 miles 
of navigable rivers and canals— 
centering at St. Louis—connects 29 
important industrial centers. Thus 
industries in this area can reach 
more quickly all 160,000,000 people 
in America—at low freight and ship- 
ping costs. 

Other reasons why a St. Louis area 


can be 


location offers you the country’s 
most centralized operating position: 


Center of U. S. population—less 
than 150 miles away, moving 
steadily closer. 


Center—or hub—of a national 
highway network—with main 
trafficways running both north- 
south and east-west. 


Close to the source of abundant 
fuels—oil, coal, gas, electric power 
are fully available, as well as raw 
materials from farms, forests, 
and mines. 


Central recruiting point for one 
of the country’s most skilled, 


Union Electric System 


Comprising Union Electric Company « Missouri Power 
& Light Company « Missouri Edison Company « Union 
Colliery Company + Poplar Ridge Coal Company 


diversified labor pools—evidenced 
by the fact that 72% of all indus- 
tries classified by the U. S. Census 
Bureau are found here. 


INVESTIGATE A ST. LOUIS LOCATION 
Find out how the nation’s most 
diversified industrial area fits your 
needs. For information please ad- 
dress: J. E. Johanson, Industrial 
Development Engineer, 315 N. 12th 
Boulevard, St. Louis 1, Missouri. 
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“With all thy getting, get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


NEW ENGLAND PARADOX 


Forses’ editor has noted a curious paradox on his cur- 


rent quick tour through New England. In the midst of 


bustling prosperity—the nation’s greatest peacetime boom 
is not passing the area by—I have come across a sur- 
prising amount of concern about the economic future 
of the six states. 

Why are New Englanders worry- 
ing? What are the economic facts 
in Connecticut, Rhode Island, Mas- 
sachusetts, Vermont, New Hampshire 
and Maine? 

Certainly the facts look encour- 
aging. In the past year more than 
2 100,000 new non-farm jobs have 
been created for the Yankees; at 
mid-year, according to the Bureau 
of Labor Statistics, 3,611,700 of them were working at 
non-agricultural employment. The seasonal trend, too, 
looked good. While June is nearly always better than 
May, 1956’s monthly upturn was the biggest since the 
war—barring only the year of the Korean crisis. 

There have, of course, been readjustments—some of 
them painful. The U.S. is currently in the midst of a 
capital spending boom. Businessmen are confident of the 
future and are pouring money into new plant and equip- 
ment. So, not surprisingly, New England’s biggest gains 
are in the industries that make equipment for industry: 
machine tools, electrical and electronic equipment, rail- 
way equipment, shipbuilding, metalworking. These em- 
ployment gains plus others in construction, transporta- 
tion and trade have more than offset some weak spots: 
shoes and leather products are off, employing 3,600 fewer 
workers than they did at the height of their private boom 
of last year; textiles are merely steady; apparel employ- 
ment is off a shade. 

But where in all this is the picture of a New England 
sinking into decline, of a region ruined by the exodus 
of its once-great textile industry? Yet people I talked 
with are concerned. It is not so much the employment 
figures that worry them, however. 

A New England businessman sums it up like this: 
‘Sure, things are pretty good, but we’re still not getting 
our full share of the national prosperity.” Says another: 
“We're just not keeping pace.” And still another, some- 
what bitterly: “New England businessmen are willing 
enough to serve on committees to save our region; But 
when it comes to investing hard cash it’s a different mat- 
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ter. They'll finance oil in Texas, movies in Hollywood, 
sugar and bananas in Latin America, vast aluminum 
projects in Canada or Africa. Meanwhile, New England 
itself hasn’t even been able to get the integrated steel 
plant everyone used to talk about.” 

How justified is this sense of loss of position? Cer- 
tainly New England does have special problems. Though 
New England has the highest proportion of stockholders 
of any area (9.9% of the population vs. a national average 
of only 5.2%), it is getting less than 5% of the nation’s 
current investment dollars. Capital spending breeds 
capital spending and thus New England loses twice. The 
loss of textile mills to the South, for example, forced 
famed old Saco-Lowell Shops to expand its textile ma- 
chinery operations in South Carolina. This example can 
be multiplied many times over. 

Then, too, Washington’s plant dispersal program has 
hurt this small, concentrated eastern seaboard area. 
That is why Connecticut’s able Senator Prescott Bush 
has fought so hard against further extensions of the 
principle. Furthermore, New England lacks the cheap 
fuel in coal and natural gas that has sparked industrial 
booms in such areas as the Gulf Coast or the Ohio Valley. 
And certainly its location, tucked away in the far north- 
east corner of the U.S., is a disadvantage as far as freight 
rates to much of the country are concerned. 

But is New England really lagging, in a basic sense, in 
a human sense? Frankly, it does not look that. way to 
me. Let’s look at the record. What are the nation’s 
fastest growing industries? 

Plastics? New England plants fabricate a full third 
of U.S. output, with an annual value 
of half a billion dollars. 

Electronics? New England States 
last year accounted for around 15% 
of U.S. output, more than two-and- 


a-half times their proportionate 
share. 
Aircraft? New England is the 


home of giant United Aircraft Corp. 
and 75,000 Yankees work at build- 
ing planes, engines and parts. 
Atomic energy? The Yankee-based Electric Boat divi- 
sion of General Dynamics Corp. has built the U.S.’s first 
two atomic-powered submarines and will turn out more. 
In building parts and reactors for commercial-uses of 
atomic energy, New England as an area is way ahead of 
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the country. And the Yankee Atomic Electric 
project of 11 regional power companies, is set 
d with its nuclear power plant—with construc- 
g by still another New England firm, Boston’s 
Stone & Webster, Inc., an atomic energy pioneer. 

Nor are those dialer prestige industries that create 
few jobs. At midyear 1956, the so-called hard goods 
industries—machinery, transportation equipment, metal- 
working andthe like—supplied almost half of all the 
area’s 1,491,100 industrial jobs. The job trend is clearly 
to hard goods, and this is all to the good. As recently as 
a year ago, the more static soft goods lines—textiles, 
shoes, printing, food—still employed well over one half 
of New England’s industrial workers. And before that the 
margin was once overwhelmingly in favor of soft goods. 
All this points to greater job diversification and less 
dependence on non-dynamic industries. Hardly causes 
for alarm. 

What the worries boil down to, then, is that some New 
Englanders are bothered by their region’s relative loss 
of position. In 1947, New England accounted for 10.3% 
of all U.S. industrial employment. Now it is down to 9%. 

But this is all relative. The traditionally industrialized 
Middle Atlantic States such as New York, New Jersey 
and Pennsylvania have been losing ground relatively, too. 
It could not be otherwise, what with the industrial build- 





have learned how to fight back. They worked hard to 
bring in electronic and small metalworking businesses to 
fill the cavernous spaces of textile mills emptied of their 
looms. The utility companies got together to emphasize 
atomic power. The region’s statesmen pitched in. 

Look how New England towns have learned to counter 
the lures of tax exemption and free plants that some 
southern cities have used. The lengths to which Hartford 
is going to retain the famed Underwood Corp. with its 
6,000 highly-skilled jobs is a good example. Consider the 
ambitious plans for building up the port of Boston. Visit 
Sanford, Maine, and see how courageously that small city 
is struggling to get back on its feet. 

Or tour the great industrial circle around Boston, if 
you think New England industry is decrepit. Here you 
will find a great complex of highly technical industries, 
many of which have neatly drawn upon the great pool of 
industrial brainpower created by such great educational 
institutions as MIT and Harvard. 

True, the comeback is still somewhat spotty. There 
are still depressed areas. Not all the states are doing as 
well as Connecticut. Maine, Vermont and New Hamp- 
shire still desperately need new industry. 

I am convinced that the worst of the crisis caused by 
the exodus of the textile industry is over. As they have 
so many times before in their history, the people of New 
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Maine vacationland .. . 


up of Texas, the South, California. A Yankee friend of 
mine put it very neatly: “You can’t,” he says, “put as 
much water in a full pail as in a half-empty one.” 

For all these reasons, and many more, sometimes 
New Englanders tend to exaggerate their problems. But 
actually there is more to this than meets the eye. New 
Englanders do not just complain for the sake of griping. 

The answer to this seeming paradox lies in the very 
character of the people who inhabit this historic region. 
The typical New England attitude is one of self-examina- 
tion and self-questioning. Probably the dourness is 
native to the rocky soil and hard climate, just as ebul- 
lience comes naturally where there is sunshine and palm 
trees and wide-open spaces. Self-criticism is almost the 
New England regional equivalent of boosterism. In short, 
the New England conscience. 

This, too, is healthy. New Englanders have always had 
to be alert and on their toes. Nature has done little 
enough for the region, other than to douse it with floods 
and batter it with hurricanes. So, naturally, they get a 
shock when they realize their share of the markets and 
jobs is shrinking. 

But what I think important is this: by looking inward 
and criticizing themselves, the people of New England 
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atomic knowhow. 


England have responded to a challenge to their survival. 

There are still those who think the area is too de- 
pendent on the $1 billion-a-year vacation industry and 
that it is unbalanced by the lack of such heavy industries 
as steel, chemicals, aluminum. Such concern for the 
future is very much to the good, but for the sake of 
their own peace of mind, some of these people ought to 
take a look at Switzerland. 

In that little mountain-girt country they’ll look in vain 
for heavy industry. Much of the population lives on 
tourism, trade, finance. The industry is mainly in elec- 
tronics, small metalworking, drugs—industries resting on 
knowhow and skill, not on blast furnaces and refineries. 
By making the best of their poor soil, the Swiss have 
ended up with more of the material things of this world 
than their better-endowed neighbors. Per head of popu- 
lation, Switzerland is the wealthiest nation in Europe. 

New England, in a sense, is a Switzerland without the 
Alps. Its people have always reacted to their problems 
as a challenge rather than a cause for self-pity. So long 
as New England industry continues thus “running 
scared,” its boosters have little cause for worrying about 
the decline of New England. That is the real and healthy 
meaning of New England’s worried prosperity. 
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CZ’S DAVE ZELLERBACH: : : 
the road into the future is paved with memories of the past 


PAPER 





EMPIRE ON SANSOME STREET 


Fast-growing Crown Zellerbach has not only nailed down 
second place in the paper industry, but a national market 
as well. But its boss is proceeding as warily as he is boldly. 


On Wednesdays and on weekends, 
Papermaker James David Zellerbach, 
64, usually abandons the bustle of 
summertime San Francisco for the 
sunny solitude of the Sonoma Valley, 
50 miles to the north. There, in the 
heart of California’s famed wine 
country, he spends his time tending 
six sloping acres of grapes he planted 
almost four years ago. On other days, 
however, Zellerbach seems just as 
eager to forsake the soil of Sonoma 
for the familiar pavement of San 
Francisco’s Sansome Street, a deep- 
carpeted office overlooking the Bay, 
and the job of overseeing some 
2,000,000 acres of forestland in the 
Pacific Northwest, British Columbia 
and Louisiana. 

Last month, not a businessman in 
the investment houses along neigh- 
boring Montgomery Street saw any- 
thing strange in Zellerbach’s midweek 
excursions to his vineyard. In bro- 
gans or in a business suit, they had 
to agree, “J.D.” always showed a 
deep respect for growing things, 
whether vines or virgin timber. Most 
important of all, that same judgment 
also applied to the West’s dominant 
paper company, $451-million (assets) 
Crown Zellerbach Corp.,* which J. D. 


*Traded NYSE. Price range (1956): high, 
69%; ow, 535%. Dividend (1955): $2.10 plus 
S07, ripck, indicated, 1096 payout We quar: 
r share : $3.11. To 
anaes: $4515 million. Ticker symbol: ZB. 
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himself has carefully nursed to na- 
tional prominence in the decade since 
the war. 


Beyond the Rockies. For sheer un- 
interrupted growth, not a vine in all 
Sonoma nor a seedling spruce on an 
Oregon hillside could possibly match 
the recent burgeoning of the paper 
and pulp business Dave Zellerbach’s 
grandfather founded in a dark San 
Francisco cellar 88 years ago. In 
1946, Crown Zellerbach was grossing 
$124 million a year. It was prosper- 
ing nicely, thanks to thriving markets 
in a belt of western states which were 
literally exploding with new popula- 
tion. Yet the CZ brand on newsprint, 
kraft bags and wrapping papers, toilet 
and facial tissue, and fine printing 
papers was virtually unknown any- 
where east of the Rockies. 

Since then, Crown Zellerbach has 
expanded mightily, branching out in 
a big way into lumber, plywood and 
shingles. But the old Zellerbach em- 
pire, though headed by a man whose 
public service had won him interna- 
tional reknown,+ remained what it 
had always been—a thoroughly west- 
ern outfit which seemed entirely con- 


tUnder Truman, Zellerbach held its as 
U.S. delegate to the International Labor 
Organization and as Marshall Plan Adminis- 
trator for Italy. Eisenhower a inted him 
alternate delegate to the United Nations. Cur- 
rently, he heads the National Man er 
Council and the Committee for Economic De- 
velopment. 


tent to do its business on the same 
old corner. 

That was so until last year, when 
CZ’s sales smashed the $400-million 
barrier for the first time. At the 
same time, Dave Zellerbach also 
broke his company’s geographical 
bonds by engineering a shrewdly cal- 
culated merger with St. Louis’ Gay- 
lord Container. By Christmastime, 
CZ thus had three things it never had 
before: (1) a thriving $87-million 
business in paperboard containers; (2) 
mills located in Louisiana and Ohio 
and converting plants as far away as 
Miami; and (3) an established mar- 
ket area that took in the industrial 
Midwest, the South and the East. 
When the year ended, CZ had rung 
up profits of $44 million, almost six 
times what it had netted a decade 
ago. As properly befitted the second- 
largest corporate entity (after Inter- 
national Paper) in the US.’ fifth- 
biggest industry,** Crown Zeller- 
bach had also extended its scope to 
national dimensions. 

Upward Spiral. In Wall Street (and 
in Montgomery Street), where Crown 
Zellerbach’s common currently sells 
at a whacking 20 times 1955 earnings, 
investors were apparently betting 
that CZ’s future growth would be 
even more headlong than its past. To 
date, all the evidence would seem to 
bear out that assumption. Last month, 
in the face of what appeared to be a 
virtually insatiable U.S. demand for 
paper and paper products, Crown 
Zellerbach’s corporate fortunes were 
still spiraling upward. At 1956’s half- 
way mark, its sales were up another 
13.5%, to $224 million, and its profit 
had soared almost 21%, to $25 million. 

What about the months ahead? 
“We'll do even better,” ventures 
slight, scholarly Dave Zellerbach with 
a confident smile. “In fact, by the 
end of the year our productive ca- 
pacity will be increased by still an- 
other 13%. By 1965 we figure we will 
have to boost it another 50%, and 
perhaps double it by 1975. It may 
look as though we're on a treadmill, 
but if we’re smart I don’t see how 
we can hurt ourselves.” 

The Road Ahead. Treadmill or not, 
for Dave Zellerbach and his paper- 
making colleagues, the ride seemed 
quite serene. Never before had their 
products been in such heavy demand. 
Back at the turn of the century, U.S. 
per capita consumption of paper 
amounted to a mere 58 pounds. By 
1939 it had hit 244 pounds, and it shot 
up to 384 pounds in 1954. Last year, 
each American bought, used and gen- 
erally threw away 418 pounds of 
paper, a 9% increase in per capita 

**With annual sales running around $10 


billion, the paper industry is su only 
by autos, steel. meat packing and oil. 
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Ext Bi we optimism? Hardly. 
Even the President’s Materials Pol- 
icy Commission has lent its authority 
to such estimates. Its own: total U.S. 
paper and paperboard production. in 
1975 of 51.7 million tons (vs. 1955's 
34.5 million tons). Stanford Research 


‘Imstitute’ goes even further, places 


the 1975 figure at 53.5 million tons. 
Botl®: estimates, many papermakers 
believe, may be much too conserva- 
tive. 

Conservative or not, one fact last 
month seemed quite clear to investors 
across the land: papermakers are 
breasting a wave of unparalleled 
prosperity—a prosperity that is likely 
to grow and continue. If, that is, the 
nation’s high-flying economy doesn’t 
wnexpectedly crack up on one of its 
own lofty peaks. If, too, the paper- 
makers themselves, accustomed as 
they are to spending huge sums of 
money on new plants, can be counted 
upon to keep their heads. 

Layman’s Logic. At best, the paper- 
makers these days seem not to have 
a worry in the world. At worst, the 
solution to whatever momentary prob- 
lems they may face appears blissfully 
simple: just keep productive capacity 
growing in pace with demand—or per- 
haps a little slower, just to be on the 
safe side. 

Veteran papermen know better. 
Thus even while the “Wizard of San- 
some Street” is up to his ears in a 
plant expansion program that is gob- 
bling up more than $1 million in cold 
hard. cash a week, he also has a few 
studied reservations about the paper 
industry’s apparently gilt- edge fu- 
ture. “In this business,” says Zeller- 
bach, drumming his fingers on his 
red leather desk-top, “you’re wise if 
you don’t plan too far ahead. If you 
do, first thing you know you've 
planned yourself right out,on a limb.” 

Price Wars & Poverty. Right now 
Zellerbach is in the midst of a two- 
year program to spend $85 million on 
new plants. After that, he plans to 
spend still more. Obviously he does 
not expect one day to find himself 
dangling from some precarious limb. 
Why, then, this mild apprehension? 

Memory may account for a large 
part of it. Not so many years ago, the 
paper industry was only a step or 
two removed from utter chaos. In the 
Twenties and Thirties, not only were 
U.S. paper companies plagued by 
overcapacity and a flood of imported 
Scandinavian pulp, but by something 
far worse—bad matiagement. “We 
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had bankers running the industry in 
those days,” snorts Zellerbach. The 
bitter result was a series of competi- 


tive price wars which for years kept . 


the papermakers perilously close to 
poverty. 

All this has changed dramatically. 
For one thing, the caliber of paper 
company management today is well 
above the average in U.S. industry. 
Financially, the paper companies 
have never been so strong. Finally, 
newsprint, once the backbone of the 
troubled industry, has given ground 
to a rather incredible postwar de- 
mand for items like household tis- 
sues, kraft bags, industrial packaging 
materials and paperboard containers 
of every description. 

For years, paper production has far 
outstripped the rest of the economy. 
Thus while Crown Zellerbach was 
hammering out a four-fold increase 
in sales over the last decade, such 
papermaking giants as International 
Paper, St. Regis and West Virginia 
were trebling theirs. (A 300% gain 
was just about par for the course.) 
That brave showing was more than 
enough to convince Wall Street (as 
evidenced by sheafs of market let- 
ters on the subject) that the paper- 
making business today is as sound as 
it once was sickly. 

Watching the Other Boys. With 42 
years of papermaking experience be- 
hind him, Dave Zellerbach would be 
the first to agree. But he is not with- 
out some second thoughts. “The key 
to success in this business,” he cau- 


Yearly market highs (1947-49 = 100) 





The paper stocks have been stand- 
outs in the bull market. Crown 
Zellerbach alone rose more than 
three times as fast as the Dow-Jones 
Industrials. 
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tions, “is a keen sense of timing. We 
not only have to keep tabs on the in- 
creasing demands for paper, but we 
have to watch what our competitors 
are doing to meet those demands. If 
we think the other boys are building 
too many plants too fast, there’s no 
sense in our compounding the error.” 

Zellerbach, whose views are re- 
spected and sought after in the in- 
dustry, is also a man who takes his 
own advice. During the Korean War, 
for example, he was all set to build 
a brand-new $20-million kraft paper 
mill, and even went so far as to apply 
for a certificate of necessity. But it 
was not long before he sensed that 
his timing was off. So many other 
papermakers were increasing their 
kraft capacities at the same time that 
Zellerbach smelled a messy overca- 
pacity situation. Wisely, as it turned 
out, he cancelled his own plans. “Aft- 
er all,” he observed last month, “we 
have no aim to be the biggest U.S. 
paper company. We'd just like to be 
the strongest and the most profitable 


” 


one. 


How Much Is Too Much? To keep 
strong and stay prosperous in today’s 
economy, it is virtually incumbent 
upon papermakers to expand as their 
markets grow. Standing pat has 
proved to be an almost fatal error. 
But to expand without overexpand- 
ing is a knotty problem which is @- 
ways guaranteed to give the paper- 
makers some anxious moments. fn 
an industry where fixed costs are high 
(it takes roughly $1 of assets to’ pro- 
duce $1 of sales) the risk is always 
great. “Building a newsprint mill,” 
observes Dave Zellerbach soberly, 
“costs around $125,000 for every ton 
of daily capacity. That’s a lot of 
money.” 

High costs notwithstanding, right 
now newsprint makers are frantical- 
ly rushing new plants into production 
just to catch up with the effects of a 
wave of heavy boomtime advertising. 
“We're all right now,” says Zeller- 
bach, 25% of whose paper tonnage is 
represented by newsprint. “But I 
don’t see how we can avoid an over- 
capacity situation by, say, 1958.” 
And, as no one needs remind such 
oldtime newsprint makers as Zeller- 
bach, an unexpected dip in- the na- 
tion’s economy, accompanied as it in- 
evitably would be by some drop in 
newspaper advertising, would bring 
that day even closer. 

A Smarter Bunch. There are still 
other factors to give the papermakers 
pause. Right now they base their cal- 
culations on the fact that they work 
their plants at somewhere near full 
eapacity. “Most of our mills,” said 
Zellerbach last month, “are being 
operated 24 hours a day, seven days 
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a week. That’s the only way we can 
make any real money.” 


What would happen to these same 
profits if supply should suddenly ex- 
ceed demand? Zellerbach is himself 
convinced that the industry’s pulp- 
making capacity, like that of news- 
print, is probably growing too fast. 
More than 4 million tons of pulp ca- 
pacity is scheduled for completion 
next year in the U.S. and Canada. 
Another 1.4 million tons is already 
planned for 1958. “Too much.” says 
Zellerbach. “The same can be said 
for linerboard. I’m really afraid we'll 
be overproducing by some time in 
1957.” 


Faced with surpluses, will today’s 
papermakers, like their bewildered 
predecessors of three decades ago, 
slash prices to try to keep their ex- 
pensive new mills running full tilt? 
“I should hope not,” says Zellerbach. 
“We're a smarter bunch today. Over- 
capacity is likely to be only tempo- 
rary. Besides, the papermakers are 
now so strong financially that they 
could easily absorb some cutbacks in 
production without getting into trou- 
ble. But it still might be a good idea 
for the industry to hold up expansion 
for a year or two. And perhaps even 
curtail output to 85% or 90% of what 
it is now.” 


Foothold & Exploitation. At the mo- 
ment, the question of overcapacity 
seems slightly academic. Like its 
rivals, Crown Zellerbach, for all its 
caution, is racing hard to complete 
the new plants it has already started. 
In Canada, it has a new kraft pulp 
mill and a sawmill nearing comple- 
tion. Another kraft mill is going up 
in Oregon. So is a green veneer mill. 
At Antioch (Calif.), an $18-million 
mill to make unbleached kraft (used 
for wrapping papers, grocery bags, 
multi-wall shipping sacks) will start 
production in September. Nearby, 
Zellerbach is building a corrugating 

, the first westward extension of 
’ lord’s container operation. At 


° ° ° 
“Whe same time, surveyors are looking 


ver sites along the Mississippi where 
Dave Zellerbach plans to build a big 
paper mill close to the same populous 
territory Gaylord has already staked 
out as its own lush marketing do- 
main. 

There is other evidence that canny 
Dave Zellerbach, having breached 
the Continental Divide, is now get- 
ting ready to pour large sums of 
money into exploiting his gains. In 
January, he picked up St. Louis’ 
small ($9-million sales) Waxide 
Paper Co., and thereby got a foothold 
in the bread-wrap business in the 
Midwest. Fortunately, cash is no 
problem for Crown Zellerbach. Over 
the past decade, it has paid out only 
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and how do you expand without overexpanding? 


39% of its earnings to stockholders, 
plowed the rest back into expansion. 
This year, Zellerbach also unloaded 
CZ’s interest in Fibreboard Products 
for almost $38 million, and wound up 
with $30 million after capital gains 
taxes. “That left us with entirely too 
much cash,” says Zellerbach. “Now 
we're going to spend it.” 

Most of the cash, Zellerbach al- 
lows, will be used to rush the intro- 
duction of CZ’s products into eastern 
markets. Since Zellerbach is admit- 
tedly trying to establish his company 
as the U.S.’ “strongest and most prof- 
itable” papermaker, it is a good bet 
that he will spend it judiciously. 

Squeeze-Play. Actually, there is 
considerable speculation in the in- 
dustry that Zellerbach really aims to 
make CZ the U.S.’ biggest papermak- 
er after all. Right now, he is a long 
way from it; International Paper’s 
annual sales are almost twice Crown 
Zellerbach’s. Scoffs Dave Zellerbach: 
“We’re not trying to challenge In- 
ternational or anyone else. Nowa- 
days, there’s plenty of business for 
everybody.” 

Still, the Gaylord merger was not 
without competitive motive. For one 
thing, Crown Zellerbach can no long- 
er count on a lone hand in the boom- 
ing West. Five years ago, Scott Paper 
bought Oregon’s Soundview Pulp Co. 
in order to expedite manufacture and 
sales of its tissue products in Cali- 
fornia (in direct competition with 
Crown Zellerbach’s “Zee” and “Chif- 
fon” brands). 

Since then, still other paper com- 
panies, attracted by (1) the lucra- 
tive, fast-growing western market, 


and (2) the proximity of vast tim- 
ber stands in the Pacific Northwest, 
have done the same. Big Inter- 
national now has its acquisitive eye 
on $105-million (sales) Long Bell 
Lumber and its timber holdings in 
Oregon and Washington. 


Diversification & Integration. In mov- 
ing East, Zellerbach is simply fight- 
ing fire with fire. In a roundabout 
way, he is trying to keep the out- 
landers from stealing too much of his 
home market: if they reach into his 
territory, he will reach into theirs. 

And CZ’s territory is worth reach- 
ing for: every year, more and more 
midwestern manufacturing compa- 
nies are establishing branch plants on 
the West Coast. So are midwestern 
paperboard companies, anxious to 
follow their old customers. Thus to 
get the full benefit of the industrial 
boom right in his own backyard, Zel- 
lerbach has had to strike into the 
heart of the industrial Midwest. 

It is a furiously competitive mar- 
ket, but at least Crown Zellerbach 
now has a position in it. Says Dave 
Zellerbach blandly: “We just want 
our share of the business.” Zeller- 
bach adds that he wants geographical 
diversification to go along with CZ’s 
broad line of paper and timber prod- 
ucts. “After all,” he says proudly, 
“we’re the best-integrated paper 
company in the country.” 

Reason & Profitability. Integration 
was something with which Dave's 
grandfather, Founder Anthony Zel- 
lerbach, never had to concern him- 
self. As a hardluck gold prospector, 
he saw the paydirt running thin 
around Moore’s Flat in California’s 
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-country, bundled his 
#@ San Francisco and more 

jus Seenes. There in that fast- 
ing afea he set up a modest 
fjobbing business, and died 
mut } nowing what a healthy in- 
ai seed he had planted. 

is son Isidore, who succeeded 
. And so did his grandsons, 
3s b David and Harold Lionel.* By 
he became president in 1939, 
Zellerbach had engineered a 
timely merger with Crown Willamette 
Paper Co. and could count on vast 
timber reserves to support his grow- 
img papermaking business. In 1953 
he pulled off two more mergers—one 
with St. Helens Pulp & Paper Co., the 
other with British Columbia’s Ca- 
madian Western Lumber. The latter 
gave him the well-known “Circle- 
F” brand of lumber products. “That’ 
made us a more rational creature,” 
says Zellerbach, “and a more prof- 
itable one, too.” 

It also meant that Crown Zeller- 
bach had become something more 
than just a big papermaker: it had 
become a big-time merchant of trees. 
As a papermaker, Crown Zellerbach 
had been exclusively interested in 
harvesting spruce, hemlock and oth- 
er species which could be econom- 
ically reduced to pulp. The big Doug- 
las- firs which studded its timber 
stands were cut down and sold to 
lumber and plywood manufacturers. 

Under the new set-up, the stately 
Douglas fir has become as integral a 
part of the CZ framework as the 
scrawny Sitka spruce. Now that he 
is a lumberman as well as a paper- 
maker, Zellerbach delights in having 
found a profitable use for the waste 
wood chips at his sawmills: he simply 
ships them off to his pulp mills. “The 
biggest profit,” observes Zellerbach, 
“lies in selling each tree in the mar- 
ket which will bring the highest 
prices. That way -we get the highest 
possible yield on our timber. Just as 
important, we end up with a mini- 
mum of waste.” 

Conservation. About half of every 
log that reaches a paper mill ends up 
as waste. Zellerbach has high hopes 
of turning some of it, the foul-smell- 
ing chemical liquors which are left 
over from the kraft pulping process, 
into profit. At Camas, Wash., Crown 
Zellerbach has built a pilot plant to 
dimethyl sulfide 
from those liquors. If the venture is 
successful, CZ may eventually end up 
‘with a_neat little side line grossing 
between $20 million and $25 million 
annually. 

Zellerbach’s meticulous concern for 
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BIG a | | hoists Sarin of sinkers 
and floaters at CZ Camas (Wash.) mill 


eliminating waste even in this period 
of plenty is quite understandable—at 
least to the rest of the papermaking 
fraternity. With the nation’s once- 
vast stands of virgin timber almost 
gone, the papermakers have had to 
learn to manage their forest-lands 
with loving care, or as they say in 
the trade, on a sustained yield basis. 
They are chary about cutting more 
timber in any one year than is re- 
placed. For without green timber, 
their pulp and paper mills would be 
as worthless as reservoirs in the Sa- 
hara. Thus without Gaylord’s 480,- 
000 acres of well-managed forest in 
Louisiana and Mississippi, Crown 
Zellerbach could never have gone 
rampaging into the East. And right 
now Zellerbach is toying with the idea 
of building a new kraft pulp and paper 
mill in Oregon; but he will not build 
it unless he can get cutting rights on 
a big tract of publicly-owned timber- 
land. 

Crown Zellerbach’s own timber- 
lands are carried on its books at a 
mere $46 million, but Dave Zeller- 
bach concedes that their “true value” 
is at least 10 times that figure. Ac- 
tually, they are invaluable. And in a 
sense, the very trees which timber- 
men and papermakers jealously pro- 
tect against fire, rodents, and such 
insects as loopers and budworms, are 
themselves the most effective deter- 
rent to the overexpansion which 
years ago made the papermakers un- 
loved in Wall Street. Papermen can- 
not afford to be prodigal with their 
biggest assets. 

A Helping Hand. Not that Dave 
Zellerbach does not try to tamper 
with Nature by periodically thinning 
out the timber on cut-over lands. 
“Nature,” Zellerbach explains, “al- 
ways plants too many seeds in each 


acre. As the trees grow, many are 
squeezed out and die. We simply do 
Nature’s work for her. By the time a 
full-grown forest is finally cut, we 
have increased our yield by any- 
where from 50% to 100%.” 

Late one Tuesday afternoon last 
month, James David Zellerbach 
wiped off his gold-rimmed glasses, 
cleared off his desk, slapped a gray 
fedora on his gray head, and pre- 
pared to take off for his hillside 
vineyard in Sonoma. “I’m pressing 
my first grapes this year,” he said. 
“Pinot noir. Makes a_ wonderful 
burgundy.” Up in the Sonoma Val- 
ley, the big commercial vintners’ 
view is that if Timberman Zellerbach 
manages his small vineyard the way 
he does a tree farm, the yield will be 
uncommonly high. 


CONTAINERS 


BOX SCORE 


In National Container’s boxes, 

Owens-Illinois thinks it has 

the ideal package for its 
glassware. 





Amonc boxmakers, Samuel Kipnis, 
the bow-tied president of Manhattan’s 
National Container Corp.,* is some- 
thing of an industrial legend. On the 
telephone Kipnis rarely wastes time 
saying hello or goodbye, prefers to get 
right down to cases. Though he is not 
one for the social amenities, Kignis 
knows his boxes. “I like,” he Jiiges™to 
say, “to stick my fingers and nese into 
everything.” Last month Sam Kipnis’ 
educated nose was savoring the most 
appetizing deal National Container is 
ever likely to make. 

.Almost at the dotted=lineaiiigeayvas 
a proposal to merge $99.4 gugilition 
(total assets) National Contajger with 
Toledo’s giant $280.4-million Owens- 
Illinois Glass Co.t Begun several 
months ago, the talk¢ terminate this 
month at concurrent directors’ meet- 
ings in New York and Toledo, when 
officials of both companies vote on the 
merger. After that, in September, it 
will be up to Owens-Illinois’ 17,000 
and National’s 10,000 common stock- 
holders to put either their okay or 
the kibosh on the deal. Most likely 
outcome: an okay. 

Reportedly, holders of National’s 
common (recent quote: 3654) will re- 
*Traded NYSE. Price range (1956) : a. 
STs: low, 1934. Dividend (1955) us 
2% stock. Indicated 1956 PUSS. 60c oe plus 2% 

e 


stock. Earnings r shar Cae 
assets: $99.4 million. Ticker EE NCO. 


+Traded NYSE P (1956) : h, 
81; low, 6144. Dividend (1988) j $2.21%4. Ine li 
cated 1956 rage at 
(1955): $4 Earnings million. 


7 p-t 
Ticker symbol: OB. 
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CONTAINERMAN KIPNIS: 
“fingers into everything” 


ceive a quarter-share of Owens- 
Illinois common (84) plus one fifth of 
a $100 par preferred share of Owens- 
Illinois for every share of National 
common. National’s convertible pre- 


ferred holders will get 35.2% of a 
preferred share and 44% of an 
Owens-Illinois common share for 


every one of National’s preferred 
shares they hold. 

Dollars & Sense. The deal, as one 
National Container spokesman put it, 
“makes economic sense.” As the na- 
tion’s biggest glassblower, Owens- 
Illinois makes bottles, jars and all 
types of glass containers up to and 
including TV tubes, holds a 33.5% 
chunk of highly successful Owens- 
Corning Fiberglas. Tops in its indus- 
try, no other glass blower grosses 
more ($370.3 million in sales last 
year), nets more ($27 million in 1955) 
or spends more ($16 million on ex- 
pansion last year) to maintain its 
lead. Under Chairman John Preston 
Levis, 55, who began with the original 
Illinois Glass Co. in 1924, Owens- 
Illinois is a favorite with investors, 
sells at a fat 17 times earnings, has 
an uninterrupted 49-year dividend 
record. 

Sam Kipnis’ National Container, for 
its part, is the nation’s third largest 
producer of corrugated paper prod- 
ucts. Though it boasts the second-best 
profit margin in the industry (24% vs. 
Union Bag & Paper’s 29.4%), it also 
has the skimpiest dividend payout 
(26.7%). Always unpredictable, Na- 
tional set industry eyebrows rising a 
year ago when Kipnis upset the time- 
honored tradition of leaving cor- 
rugated paper prices up to the dicker- 
ings of buyer and seller. Instead, he 
brazenly published National’s prices 
for all to see. This year National’s 
sales should push past $100 million for 
the first time. 
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While National would benefit from 
Owens-Illinois’ hefty finances ($91 
million in working capital), it was 
the glassblower that first sought out 
the boxmaker. Reason: Owens, be- 
cause of the fragile nature of its prod- 
ucts, is one of the country’s biggest 
users of corrugated paper boxes, 
makes as many boxes on its own as 
National itself. But, having no mills, 
Owens has had to buy its corrugated 
paper on the outside, a lofty expense. 
To Owens-Illinois, it is as clear as a 
cocktail glass that National Container 
has the mills, and they could be put 
to good use. 

At month’s end, National’s Kipnis 
was so confident the deal would go 
through* that he did not even plan to 
attend the directors’ meeting. A big 
National shareholder himself, he duly 
filled out his proxy, promptly took off 
on a long-planned vacation trip 
through Europe, Israel and the Soviet 
Union. 


WOOD PULP 


CALCULATED CUT 


When pulpmaking Brown Co. 

sold off properties, some in- 

vestors hooted. Now they are 
* applauding. 





Ir someone had thought to give an 
award for the best sales showing last 
year, Berlin’s (N.H.) old Brown Co.+ 
would have ended up somewhere at 
the foot of the queue. While the pulp 
industry’s fortunes soared last year, 
medium-sized Brown Co. (sulphate 
pulp, kraft, paper towels and fiber 
pipe) posted a 20% decline in sales. 
At $53.8 million, it was Brown’s low- 
est gross since 1950. 

Blueprint. Actually, Chairman Lau- 
rence F. Whittemore, 62, onetime presi- 
dent of the Federal Reserve Board 
Bank of Boston (1946-48) and of the 
New Haven Railroad (1948-50), had 
planned it that way. Hanging over 
his head were 52,191 preferred shares, 
which had worked to keep common 
stockholders dividendless since the 
early thirties. They had also hampered 
expansion. Until they were cleared 
out of the way, Whittemore reasoned, 
Brown Co. was unlikely to get very 
far. 


*Not so pat is the propesed merger of Con- 
tinental Can and National’s competitor, Hazel 
Atlas Glass, which the Justice Department 
last month took steps to block. Hazel Atlas 
Justice claims, is a Concan competitor and 
thus may not be merged with the No. Two 
canmaker. 


+Traded ASE. Price range (1956): high, 
24%; low, 1734. Dividend (1955): 25c. Indi- 
cated 1956 payout: $1.00. Earnings per share 
(1955) : 7lc. Total assets. $71.4 million. Ticker 
symbol: BWB. 


Whittemore’s answer was as logi¢al 
as it was drastic: late in 1954, he seld 
a pulp mill and valuable timber in 
Canada to International Paper. Ex- 
plains Whittemore: “They needed it 
more than we did.” What Brown Co. 
needed: the $46.7-million proceeds. 
With it, not only could Brown get 
started on a home-based expansion 
program, but the way would be cléar 
to resume dividends for its 6,100 
stockholders. 

Revised Plans. Some investors did 
not understand Whittemore’s corpo- 
rate blueprint at first. Sales down— 
how could that be good? But they are 
learning fast. By last month, when 
Whittemore reported results for 
Brown’s first 28 weeks of the year, 
sales were up 12%, to $30.6 million. 
Far more dramatic, net had skyrock- 
eted 56% higher than in the year 
previous, to $1.1 million. 

What was more, Brown Co. was full 
of new plans. For one thing, Whitte- 
more had embarked on a $17-million 
three-year program to expand and 
modernize his nine plants at Berlin 
and Gorham (N.H.). For another, to 
broaden distribution of Brown’s own 
Bermico fiber pipe, Whittemore had 
annexed Corvallis’ (Ore.) Blacfiber 
Pipe Co. He was also negotiating two 
other acquisitions. 

But if these items did not convince, 
there were others closer to stockhold- 
ers’ pocketbooks that were sure to 
do so. At last, dividends were back on 
a regular 25c quarterly basis. Book 
value per share, which had stood at 
only $14.65 a year and a half ago, was 
up.to $21.24. But best of all, Brown 
common, which had dragged as low as 
8% in 1954, had floated up to around 
21 last month. Observed Whittemore 
with manifest and well-justified satis- 
faction: “We’re in a pretty strong 


position now.” 
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BROWN CO.’S WHITTEMORE: 
the decline was planned 
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PRIMROSE PATH? 


any economists think 
Wall Street is thought- 
pondering the words of 
a banker who said they are 
living in a fools’ paradise. 
A sooruine, if untested, attitude of 
confidence has replaced in recent 
yeats the oldtime fatalism about the 
chances of breaking the vicious cycles 
of boom and bust that long ravaged 
the Western World. Money manage- 
ment, government intervention and 
“new era” technology—so runs the 
argument—have made major depres- 
sions as extinct as the dinosaur. 

Swiss Skeptic. Through it all, how- 
ever, a few hardbitten doubters re- 
main unconvinced. One such skeptic 
startled many Wall Streeters recently 
with a solemn warning that the na- 
tions of the free world are living in 
an economic fools’ paradise. He was 
the late Felix Somary, a highly-re- 
spected Vienna-born, private banker 
(i.e., investment manager) of Zurich, 
Switzerland and sometimes intimate 
of many great economists and busi- 
nessmen on both sides of the Atlan- 
tic. In June, speaking privately at 
Harvard, Somary had issued a sepul- 
chral warning. 

“America,” said he sadly, “is living 
beyond its means... a crisis is un- 
avoidable.” In Somary’s view, the 
trouble lay in a practice that has 
become the order of the day in demo- 
cratic countries: the sacrificing of the 
sound dollar to the interests of main- 
taining “full employment.” In the 
long run, said Somary, this can only 
lead to disaster. 

A few weeks later Somary returned 
to his home in Zurich, and last month, 
past 80, he died. But soon all Wall 
Street was talking about his warn- 
ing. The authoritative Commercial & 
-Financial Chronicle reprinted his 
speech in full. In its regular twice- 
a-month brokerage letter, Arthur 
Weisenberger & Co. called the speech 
to its customers’ attention. “Somary’s 
views,” wrote the big brokerag 
house, “are commanding a wide audi- 
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claim him as among the first to 

the 1929 bust. With this im- 
pressive record in’ mind, Wall Street 
last month was carefully pondering 
what he had said. 








BANKER SOMARY: 
a time to be skeptical 


Somary’s last words were as omi- 
nous as they were startling. A crash, 
he said, is almost inevitable, “not, as 
the Marxists claim, because it lies 
in the nature of the capitalist system 
. . » [but because] the arrogance of 
the employers and the greed of the 
trade union leaders increases with 
each inflationary wave; both permit 
themselves to be carried along com- 
fortably by ever more rapid currents, 
without giving a thought to the end.” 

Somary made no mention of when 
he thought it would come, but he left 
no doubt that he thought economic 
collapse would be the inevitable result 
of inflationary policies deliberately 
pursued. It could be avoided only if 
the U.S. would swallow the bitter pill 
of deflation, thus restoring the pur- 
chaking power of the dollar and put- 
ting expansion on a more leisurely 
basis. This, he said, would entail 
some painful readjustments. Among 
them: 

e “The system of cheap money 
must be totally renounced” and in- 
terest rates allowed to rise. 

e “Use of inflationary techniques 
should be limited strictly to war pro- 
duction.” 

e Non-defense government spend- 
ing should be pared to the bone. 

¢ There must be no more sacrific- 
ing of the sound dollar just in chas- 
ing the “mirage” of full employment. 

“To start an inflation,” Somary 
warned, “is easy. To stop it is im- 
mensely hard, particularly for a de- 
mocracy.” 

Valuable Antidote. How right was 
Somary? Certainly his is a decidedly 
minority view. Most businessmen and 
economists still believe firmly that 
major crashes can be avoided by ap- 
propriate .wisdom on Constitution 
Ave., Main Street and Wall Street. 
Even among those most impressed by 
Somary’s views, few were rushing 
out to dump their holdings or curtail 
expansion plans. But on one point 
even the optimists were agreed: far 


from undermining confidence, Som- 
ary’s warning had served a useful 
purpose. 

Commented one veteran broker: 
“T still don’t think this is another 
1929. Not by a long shot. But insofar 
as smugness is a major cause of rash 
business and investment policies, 
Somary did us all a last valuable 
service. We need sometimes to be 
reminded of basic economic facts. 
On Wall Street, as nowhere else, 
cocksureness usually comes before a 
fall.” 


Ol 


ENGULFED 


Gulf Oil finds itself caught up 
in the maelstrom of Middle 
East politics. 


Back from a trouble-shooting junket 
to the seething Middle East early 
this year, Gulf Oil Corp.’s* bespec- 
tacled Chairman Sidney Swensrud 
breathed easier. “Kuwait is pretty 
far,” he declared, “from any of the 
trouble spots.” As it turned out last 
month, Swensrud’s geography was 
right, but his conclusion was way ff. 

As the world’s sixth largest imter- 
national oil company, Pittsburgiils 
Mellon-run Gulf has a sizable stake 
in Middle East peace and quiet. From 
crude-rich Kuwait, a feudal Sheik- 
dom on the Persian Gulf, Gulf last 
year pumped out 57% of its total out- 
put of 323.5 million barrels of oil. 
Much (though not all) of it passed 
through the Suez Canal. Thus last 
month, when Gamal Abdel Nasser, 
Egypt’s man on a high horse, clamped 
Egyptian control over Suez, Gulf was 
understandably worried (a few Gulf 
tankers were actually in transit 
through the canal, Swensrud told 
ForBEs). 

The worry was shared by traders 
on the New York Stock Exchange. 
In two days, Gulf stock plummeted 
nine points to 13742. In Pittsburgh’s 
Gulf Building, Chairman Swensrud, 
marking his 56th birthday, was in a 
far from festive mood. Yet but for 
Hothead Nasser, Swensrud might 
well have felt like celebrating. 
Buoyed by the earnings contributions 
of newly acquired Warren Petroleum, 
Gulf had just chalked up its richest 
first-half in history: $4.91 a share 
vs. $3.27 a year earlier. Then came 
the Suez crisis. 

By month’s end, Gulf’s Swensrud, 


*Traded NYSE. Price ran (1956) : . 
14744; low, 8334. Dividend (1955): $2.25 plus 
4% stock. Indicated 1956 payout: $2.50. Earn- 
ma r share (1955): $8.19. Total assets: 
$2.5 billion. Ticker symbol: GO. 
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pending Washington’s official position 
on the Suez bottleneck, was warily 
making no comment. But, he would 
admit, “we certainly are concern 
Gulf had good reason. As Britain 
mobilized and the U. S. Sixth Fleet 
headed for the Mediterranean, Gulf 
stock bucked and plunged almost nine 
points more—to 127%. 


AIRLINES 


WHAT PRICE 
PIONEERING? 


First with jets, Capital Air- 
lines is applying strategy as 
costly as it is bo 


MAKING a success of an airline, many 
of the industry’s shrewdest strategists 
believe, merely involves applying a 
very simple formula: keep ordering 
the newest and fastest planes available 
—and, most particularly, get them 
into the air before your competitors 
do. In short, the best lure at the air- 
line ticket counter is the latest tech- 
nology on the airport runway. 

Bundles From Britain. Until lately, 
the acknowledged master of this for- 
mula for success has been one Cyrus 
Rowlett Smith, boss of the U.S.’ big- 
gest domestic airline, American. But 
latterly, another figure has bid dra- 
matically for Smith’s laurels: James 
H. (“Slim”) Carmichael, boss of 
smallish (total assets: $37 million) 
Capital Airlines.* 

Just a year ago, Carmichael got the 
jump on every other U.S. carrier by 
buying Vickers Viscounts, the first 
turboprop planes to go into commer- 
cial service in the nation. When Capi- 
tal lofted them into the crowded air 
between Chicago, Washington and 
New York, travellers crowded its 
ticket counters. Then last month Slim 
Carmichael did it again. Bustling back 
from Britain, he announced that he 
had just signed a $53-million deal for 
a 14-plane fleet of Comet jets, to be 
delivered late in 1958. The big thing 
was the timing: Carmichael’s delivery 
schedule means that Capital’s jets 
will, for a few months, have the air 


-all to themselves. No other airline has 


been able to secure such prompt de- 
livery. 

Reservations. Many in the airline 
fraternity professed to see in Capital’s 
Comet order a mixture of both bold- 
mess and desperation. Until 1958, 
Capital’s Viscounts will be the only 


*Traded NYSE. Price range og high, 
Sh ow low, ng Dividend (1955); stock 
vou: none. 
share (G50) as — assets: $36.8 eninge pet 
Ticker symbo: 
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commercial turboprops in the US.’ 
airspace. But after that they will have 
to compete with American and East- 
ern’s roomier, faster Lockheed Elec- 
tras. Moreover, the following year 
these same lines, along with United 
and TWA, will put their 550-mph 
DC-8 and 707 jets into the air. Both 
items present a serious problem to 
Carmichael. Unable to get the right 
kind of short- and medium-range 
turboprops and jets from U.S. plane- 
makers, he boldly ordered some bun- 
dles from Britain. The price he pays 
is the chance that his Viscounts and 
Comets may be outmoded before they 
get fairly airborne. 

Carmichael’s strategy has an inborn 
logic. As boss of a short-haul airline, 
he needs economy of operation far 
more desperately than do his long- 
haul brethren. The Viscounts have al- 
ready proved that they fulfill this re- 
quirement admirably. But Capital’s 
boss also needs something else: a 
sharp, attention-getting airliner which 
will keep his stronger competitors 
from stealing too many of Capital’s 
hard-won passengers. That the Vis- 
counts have also done. That, also, is 
what the Comets will be expected to 
do when they at last arrive. 

Yes & No. In one respect, however, 
Carmichael had not outdone the old 
master. Capital’s jet-age purchases, 
which total $140 million, are currently 
supported by a net worth only one- 
seventh as large. By contrast, Amer- 
ican’s Smith has ordered $300 million 
worth of jets. True, the planes will not 
arrive quite as soon. But American’s 
jet outlays hew far closer to Amer- 
ican’s pocketbook, which shows a net 
worth of $116 million. In short, in 
boldly pursuing progress, Carmichael 
is paying a stiff price. 





CAPITAL’S CARMICHAEL: 
a stiff price for boldness 





DRUGS 


BREAD ON 
THE WATERS 


Schering’s Francis Brown is 
out to prove that nothing 
succeeds like succeeding 


one’s self. 


Wuen drugmaking Schering Corp.’s* 
annual meeting time came round last 
April, President Francis Cabell 
Brown felt he owed stockholders 
an explanation. During 1955, when 
Schering’s profits shot up 431% on a 
137% increase in sales, Schering had 
paid out a mere 16% of corporate 
earnings in dividends. Why? Be- 
cause, explained Brown, Schering felt 
it ought to use the cash to try and 
discover and develop new drug prod- 
ucts. “Properly applied research ex- 
penditures,” said he, “are bread cast 
upon the waters for the company, 
and will insure its future profits and 
its future growth.” 

Last month, Francis Brown obvi- 
ously felt he could not deny the 
stockholders any longer. Along with 
the regular 25c-per-share dividend, 
he mailed a 25c extra, the second 
such extra this year. Reason: Scher- 
ing was still showing precipitous 
growth—good fortune, as it were, 
piled on good fortune. Six-months 
sales rose 48% to $27.2 million, profits 
127% to $4.7 million. As any Wall 
Streeter would unhesitatingly ac- 
knowledge, any company which can 
net 17c on each dollar of sales can 
also afford to be generous with its 
owners. 

Rise & Fall. Which is not the same 
as saying that Schering’s spectacular 
performance these days necessarily 
charts its future growth. Actually, 
Schering broke into drugmaking’s 
bigtime on the strength of two steroid 
hormones—Meticorten and Meticor- 
telone—which proved effective against 
arthritis, asthma, skin disorders, al- 
lergies and blood diseases. Such 
bonanzas do not last forever. Far 
more miraculous drugs, such as peni- 
cillin, have been known to change 


‘ from big moneymakers into big 


moneylosers in a decade or less. 
Quite understandably, Brown is 
unwilling to surrender Schering’s 
hard-won leadership in the field of 
synthetic hormones, and he has al- 
ready introduced several new com- 
pounds of his wondrous “Meti” drugs 
in an attempt to preserve it. But his 


*Traded NYSE. Price r e (1008) : 
pot A low, 44%. Dividend »(fiss) 5c. in . 


ed 1956 yout: Earniny r share 
$471 Totals jarnings per million 


( [i985) : 
Ticker pte: SRG 
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ld good. “In the rapidly 
nditions which research 
he field of medicine,” he 
ioned, “leadership among 
drug firm will rotate according to 
their discoveries.” 

The Time Is Now. Thus Brown was 
busy last month in the attempt to 
succeed himself at the head of the 
hormone field. Meanwhile figure 
fanciers in Wall Street were coming 
up with the discovery that Schering’s 
wild ride had already begun to lose 
momentum. In 1955’s third quarter, 
Schering’s sales hit a record $14.7 
million; three months later they were 
down to $13.9 million. By March they 
had been shaved $200,000 more, and 
they were clipped still another $90,000 
in the quarter just ended. Time, Wall 
Streeters and Brown alike agreed, to 
cast more bread upon the waters. 


AMUSEMENTS 


ROYAL FLUSH 


At U.S. Playing Card Co., risk 
is for the customers. It itself 
prefers the steady payoff. 





“Ir is very wonderful,” Essayist Jo- 
seph Addison observed in 1711, “to 
see persons of the best sense passing 
away a dozen hours together in 
shuffling and dividing a pack of 
cards.” Yet it is doubtful whether 
Addison’s satisfaction in this human 
quirk can even compare with that 
of Allison Frederick Stanley, 59, 
president of Cincinnati’s U.S. Playing 
Card Co.* As the U.S.’ biggest man- 
ufacturer of the pastime pasteboards, 
the card-playing proclivities of the 
citizenry are meat and drink to Stan- 
ley. 

“What Growth?” They are also 
meat and drink to U.S. Playing Card’s 
4,500 stockholders. Ever since Stan- 
ley moved up from executive vice 
president to president in 1952, he has 
prided himself on paying out close to 
90% of annual earnings in dividends 
(see chart). Some conservative Wall 
Streeters arch their eyebrows at thts 
largesse. But Stanley has his answer. 
“Well,” he says, “isn’t that what the 
Government expects us to do?” 

Amazed financial men are apt to 
mumble something about normal 
rates of plowback of earnings “to 
build up sales and future earnings.” 
Stanley has an answer to that one 
too. “Growth?” he is apt to say, 


Ta sna Sd! Price range (1956) : 
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“What growth?” And he has good 
reason for disinterest in Wall Street’s 
favorite watchword: as indicated by 
tax stamp sales, playing card sales in 
the U.S. have followed a remarkably 
stable trend, with few ups and few 
downs. 

There have been times, of course, 
when the industry has not held mere- 
ly a pat hand. World War II, for ex- 
ample, boosted the popularity of 
card-playing. From 40 million packs 
in 1938-39, industry sales rose to 57 
million packs in 1948-49. The Canas- 
ta boom shot the figure up to 83 mil- 
lion packs in 1950. The effect was 
what Stanley describes as a “tre- 
mendous surge” for U.S. Playing 
Card. Sales that year hit $21.3 mil- 
lion, and net rose to within an ace of 
$2.5 million. “But,” explains Stan- 


Sales in Millions of Dollars 
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ley, “we have been undergoing a lev- 
eling off process ever since.” One 
cause: the inroads of TV on Amer- 
icans’ leisure time. 

Ante Up. Not surprisingly, there- 
fore, the market action of the com- 
pany’s 385,603 outstanding common 
shares during the present Big Bull 
Market has been something less than 
spectacular. Its high in 1952: 67. Its 
high in the current market: 70. Yet 
for income-conscious investors, a 
handful of U.S. Playing Card com- 
mon much resembles a royal flush. 
At its recent price of 67%, the com- 
mon yields 5.9%. By comparison, du 
. Pont’s yield was only 3.2%, and many 
old blue chips rank much lower. 

Admittedly, of course, U.S. Playing 


Card sells “ex” growth potential, at 
least in the ordinary sense. But it 
does have enough of that commodity 
to give it stability: the steady rise of 
the U.S. population goes a long way 
to assure that. 

Stanley, however, is_ sufficiently 
well-heeled to meet a sudden de- 
mand—if he were required to ante 
up cash for expansion. U.S. Playing 
Card has no long-term debt, no pre- 
ferred stock to worry about. Its cash 
alone is three times its current liabil- 
ities. Moreover, if need be it could 
always throw into the pot its $7.2- 
million investment in federal, state 
and Canadian government securities. 

Bread & Butter Hand. All this com- 
bines to give Stanley what can only 
be described as a dependable bread- 
and-butter hand. Nothing spectacu- 
lar perhaps. But consistently on the 
winning side. And Stanley figures 
that U.S. Playing Card cannot help 
but continue to do well. The rela- 
tively low unit price of his product, 
like that of tobacco, has always meant 
a steady market. After all, US. 
Playing Card has been paying reg- 
ular dividends ever since 1896. As 
for men’s passion for playing cards, 
that goes back long before Addison. 


MACHINERY 


UNMARKED 
MILESTONE 


Pittsburgh’s Rockwell Manu- 
facturing doesn’t stand out 
as a record-smasher. But as a 
demonstration of a cohesive, 
moneymaking industrial phi- 
losophy, it is almost unique. 





Some day late this year, unless the 
unforeseen occurs, Pittsburgh’s Rock- 
well Manufacturing Co.* will for the 
first time push its sales of valves, 
meters, power tools and other indus- 
trial products, past the $100-million 
mark.t For most companies this 
would be a major landmark and a 
cause for celebration. But when it 
happens it will be just another day 
for Rockwell’s President, Willard F. 
(for Frederick) Rockwell, Jr., 42. Un- 
like many another manufacturer in 
this expansive age, $55.4-million (to- 
tal assets) Rockwell has never pushed 
expansion simply for its own sake. 
“Bigness,” says mild-mannered, soft- 
spoken Willard Rockwell, “is fine if 
it comes in the pursuit of business, 


*Traded over-the-counter. Price ra 
(1956) : high, a 10h ‘bay 3436. Dividend (1955) : 


$2. Indicated 7 ey, out: r 
share need ‘otal assets: $55.4 million. 
Est *io06 sales: $105 million; 1955 


+Estimated 
(actual) $82.9 million. 
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CHAIRMAN ROCKWELL: 
out of 370 offers . . 


but here at Rockwell we have never 
considered it an end in itself.” 

The Goal. Last month, however, 
Rockwell was giving a very convinc- 
ing demonstration of just what the 
company is aiming for. On record 
sales of $53.7 million for the first six 
months of 1956, Rockwell reported it 
had brought down to net profits a 
whacking 8c on the sales dollar ($4.3 
million). Even stacked against such 
industrial giants as General Motors 
(8.6c on the sales dollar), U.S. Steel 
(9c) and Standard Oil of New Jer- 
sey (llc), it was an impressive show- 
ing. By the standards of the machin- 
ery industry, it was little short of 
breath-taking. By comparison, Crane 
Co. and Walworth, two competitors 
in the valve-making business, netted 
only 2.6c and 5c respectively. Neptune 
Meter, which competes with Rock- 
well Manufacturing in water and gas 
meters, also earned less on the sales 
dollar. 

Under any circumstances this would 
have been a noteworthy showing. But 
in.a year when rising costs are gen- 
erally squeezing corporate profit 
margins, it was nothing short of spec- 
tacular. 

Fiscal Feats. How has Rockwell 
performed these fiscal feats? Large- 
ly it is a result of policies handed 
down by President Rockwell’s father, 
Col. Willard F. Rockwell, 68, founder 
of the company and now its board 
In building the company 
from a faltering meter maker in the 
depths of the depression into today’s 
diversified and flourishing industrial 
goods manufacturer, Col. Rockwell 
laid down and scrupulously followed 
a set of rules which amount to a kind 
of unique corporate philosophy. 

Rockwell’s prime rule was. this: 
never take on business that does not 
yield an adequate return on sales and 
investment—and the colonel’s defini- 
tion of “adequate” was high. This 
philosophy clearly shows up in Rock- 


. well’s sales mix. Whereas competitors 
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Crane and Walworth both take on 
job work and both offer a complete 
line of valves, Rockwell remains al- 
most fanatically devoted to assembly 
line production and its specialty— 
lubricated plug valves. This may re- 
strict sales totals, but it also serves 
to keep profit margins high. 

Nor do defense contracts with their 
relatively low profit margins and the 
hazards of renegotiation appeal to the 
Rockwells. “We just don’t go after 
them,” points out young Willard 
Rockwell. “You wear out your ma- 
chines and then find out you haven’t 
made nearly enough money to replace 
them.” 

Even in its physical plant, the com- 
pany reflects the corporate thinking 
of the Rockwells, father and son. 
Deliberately they operate in small 
plants, large enough for assembly 
line production but no bigger. Its 18 
plants, scattered across the nation, 
employ an average of just 317 work- 
ers. This, the Rockwells believe, sim- 
plifies labor and communications 
problems. In locating new factories, 
the company tends to favor labor sur- 
plus areas, a practice which not only 
assures it of an adequate number of 
hands but also tends to take some of 
the pressure off wage costs at bar- 
gaining time. 

Bargain Hunter. In its earlier days, 
the 3l-year-old Rockwell firm was 
well known as one of the U.S.’ more 
devoted practitioners of diversifica- 
tion and expansion-through-acqui- 
sition. But in recent years the Rock- 
wells have slowed down perceptibly. 
There is a good reason. Colonel 
Rockwell did most of his expansion 
in the Depression and in the late 
Forties after Willard, Jr. joined the 
firm. Both of them feel strongly that 
a boom like the present is hardly an 
ideal time to pick up bargains. “We 
refuse,” says Willard Rockwell, “to 
pay fantastically inflated prices to 
buy companies simply to live up to 
our reputation for being a dynamic 
management. We’ve looked into 370 
merger possibilities in the past two 
years. We’ve considered 25, five or 
six of them seriously, and we bought 
exactly two.” 

One of the two was Kansas City, 
Kansas’ Locomotive Finished Prod- 
ucts. Besides making castings for 
Rockwell valves, LFM makes frames 
for General Motors’ locomotive- 
building lElectro-Motive Division. 
But in a sense it offers a new depar- 
ture for Rockwell. LFM now does sub- 
contracting in mining, roadbuilding 
and agricultural equipment. “We 
might,” concedes Willard Rockwell, 
“want to move further into those 
fields some day.” 

Ground Work. If it does, Rockwell 
can be counted on to have prepared 





PRESIDENT ROCKWELL: 
. two buys 


the ground thoroughly. For one of 
the prime tenets of the Rockwell 
philosophy is “to stick closely to fields 
where we know what we're doing.” 
Or, as Willard Rockwell put it re- 
cently: “What we're after is solid 
long-term growth and worthwhile 
profits on our investment. We'll leave 
the record-smashing and _ headline- 
hunting to others.” 


FARM MACHINERY 


FRANKLY 
SPEAKING 


Higher sales do not always 

spell higher profits. Item: 

Allis-Chalmers’ report for the 
first half. 





“DIVERSIFICATION,” says President 
Robert S. (for Shutt) Stevenson, of 
Milwaukee’s (Wisc.) Allis-Chalmers 
Manufacturing Co.,* “has helped us 
many times—and it’s helping us 
again this year.” Certainly it was 
helping his sales. Despite the con- 
tinuing heavy slump in farm equip- 
ment sales (normally close to half 
of A-C’s business), Stevenson re- 
ported last month that in the first half 
of 1956 the company’s sales rose 10% 
to a record $294 million. 

Pinched. Profits, however, were an- 
other matter. They fell to $11.9 mil- 
lion from $12.6 million for the same 
period last year. The trouble was, 
Stevenson explained, that the farm 
slump had hit his most profitable 
lines, such as tractors and farm im- 
plements. Moreover, competition was 
white-hot for what business there 
was, and Stevenson was finding it no 
easy matter to pass on to his custom- 

*Traded NYSE. Price 
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Lockheed scientists are designing 


Domesticating the atom to 
serve mankind has intrigued 
science for over a decade. 
One top priority application, 
secretly under way for several 
years at Lockheed: developing 
a nuclear-powered plane as 
different from present types 
as a supersonic jet is from the 
first stick-and-wire biplane. 


IMAGINE A GIANT AIRCRAFT SOARING ALOFT, 
NOT WITH TONS OF GASOLINE, BUT WITH A 
URANIUM FUEL SUPPLY NO BIGGER THAN 
A HANDFUL OF GRAVEL. EVENTUALLY, SUCH 
A PLANE-OF-THE-FUTURE—WITH THIS SCANT 
FUEL SUPPLY—WILL GIRDLE THE GLOBE NON- 
STOP BETWEEN SUNRISE AND SUNSET. 


More than a dream, this incredible aircraft is now 
being developed by Lockheed for the U.S. Air 
Force despite problems of propulsion, structures 
and materials, thermodynamics, crew survival, 
producibility and maintenance unique in aviation. 


WINGS 
FOR 
THE 
ATOM 





Old concepts are being shelved, traditional sq 
tions rejected. The kind of aeronautical adve ili 
that once took a generation of research are now Uf 
telescoped into a few months, even weeks. 


Soon several hundred nuclear scientists and 4 
neers from Lockheed’s Georgia Division 
move to the North Georgia mountain co 
There on a vast site—some 40 miles from 
Air Force Plant No. 6 at Marietta, operated 
Lockheed—will be built the nation’s largest fa 


for the development of atomic-powered air 


The exact status today of the atomic plane is 














nuclear aircraft to blaze across America’s skies 


not look essentially different from conven-- 


planes, but functionally it can only be 

bed as revolutionary. And after the nation’s 

itary requirements are met, the transports then 

ilable to you as a traveler will rank among the 
ly exciting events of aviation history. 


YOURSELF MAY THEN TRAVEL ABOARD 
WCLEAR-POWERED AIRLINER—CROSSING 
U.S. IN AN HOUR OR TWO, OR SPANNING 
ATLANTIC IN LESS TIME THAN IT NOW 
ES TO FLY FROM CHICAGO TO NEW YORK. 





Look to Lockheed 


for Leadership 


LOCKHEED 


Aircraft Corporation 


California Division, Burbank, Calif. 
Georgia Division, Marietta, Ga. 

Missile Systems Division, Van Nuys, 
Palo Alto, and Sunnyvale, Calif. 
Lockheed Air Terminal, Burbank, Calif. 
Lockheed Aircraft Service, Ontario, Calif. 









LOCKHEED’S 
NEWS 
COLUMN 


Detection of Heart Disease — our 
nation’s #1 killer—is being 
speeded with aid of Lockheed’s 
battery of super-fast electronic 
brains that are correlating the 
studies sponsored by the Nash 
Cardiovascular Foundation. Ten 
minutes’ work sandwiched be- 
tween computations at the Missile 
Systems Division gives the cardi- 
ologist complete and accurate 
harmonic analysis of electrocar- 
diograms that speed his vital 
research immeasurably ... 


Radiant heating, first time used in 
any airliner, will be one of the 
many new creature comforts of 
Lockheed’s up-coming propjet 
Electra. Heating wires in walls 
and ceilings work like electric 
blankets to give no-draft, no-hot- 
spot comfort... 


Atomic plane concept on a recent 
cover of Newsweek was not 
based in any way on Lockheed’s 
Georgia Division ANP (Aircraft 
Nuclear Power) Project. That 
plane will really surprise you... 


25,000 Lockheed stockholders in 
every state of the union will learn 
in mid-August that sales reached 
approximately $345 million for 
the first half of 1956. In a like 
period 20 years ago sales were 
less than one million... 


Univac’s newest cousin Si (for 
Scientific) will be the top quiz kid 
in the battery of analogue and 
digital brains at Lockheed’s Mis- 
sile Systems’ Computer Center. 
Si, first Model 1103A Univac in 
use, “thinks” up to 100 times 
faster than other computers... 


A nationally-known Los Angeles 
physician, after periods of in- 
tense nerve strain, goes to the 
airport, buys a round-trip ticket 
to New York on a Super Constel- 
lation, spends a quiet day at the 
Waldorf-Astoria, and comes 
back on the next flight. Says: 
“It relaxes me”... 


Hercules C-130 performance data 
just released show that the USAF 
strong-man can haul 20 tons of 
cargo right on the contrails of a 
fast jet tactical force. 100 mph 
faster than present combat 
transports, Hercules climbs fully 
loaded to 2500 feet altitude in 
just one minute. 
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6-mo. Sales 

(millions) 
“International Harvester $609.4 
Deere & Co.* 141.6 
_ Allis-Chalmerst 294.3 
Oliver Corp. 48.2 
3.1. Case 35.6 
“” Minneapolis-Moline 30.3 


PRUNED PROFITS- 


- *Deere’s big decline was largely the result of a 19-week strike. 
;Allis-Chalmers’ first half ended June 30; others ended April 30. 








% change a Net sree % change 
up 11% $24.5 up 5% 
down 31 8.3 down 45 
up 10 119 down 5 
down 30 d0.2 — 
down 19 d4.8 — 
down 2 d0.7 a 


d deficit. 








ers the continued increase in manu- 

facturing and selling costs. 
Business was down, too, in the 
usually profitable heavy electrical 
which 


ting equipment line, 
eealty contributes 25% of sales 


a@m@ gives Allis-Chalmers so much 
of its claim to diversification. In 
electrical equipment the outlook was 
good. But there is a long lead time 
between the moment the salesman 
books an order for a big generator 
and the time it ends up as a profit en- 
try on the books. Right now, Allis- 
Chalmers is still feeling the effects of 
penny-pinched buying by the utilities 
a few years ago. 

Most of the sales boost this year 
has come from A-C’s other lines—off- 
farm tractors, road-building equip- 
ment and general industrial machin- 
ery. In these sales were way up, but 
mot enough to offset the pinch on 
profits in generators and farm trac- 
tors. 

Cautious. The brightest spot for 
Stevenson is the steady inflow of new 
orders, which bodes well for the fu- 
ture. Unfilled orders last month stood 
at a healthy $200 million, up more 
than 25% since the start of the year. 
Except in farm equipment, the im- 
mediate future looked good. 

What are prospects for an upturn 
in the agricultural machinery lines? 
Here Stevenson remains on the cau- 
tious side. “There won’t,” says he, 
“be much of a pickup this year. Next 
year it will depend on how much 
farm prices stiffen. There are some 
signs of better prices now, but you 
can’t be sure yet.” 


Atuis-CHatmers was far from being 
alone in its tractor and implement 
problems last month. Ford Motor Co. 
conceded its tractor and implement 
sales were off 25% from last year. And 
giant International Harvester planned 
a five-week shutdown of its Louis- 
ville, Kentucky and Rock Island, IIl. 
tractor plants in October “to bring 
inventories more in line with current 
anticipated demand.” Minneapolis Mo- 
line admitted, too, it might have to 


shut down its tractor plant this fall 
unless business picks up. 
Meanwhile, on-again-off-again 
merger talks continued among the 
farm equipment Little Three, all of 
which are currently in the red. Latest 
talks involved fourth-ranking Oliver 
and fifth-ranking J. I. Case. Di- 
rectors of No. Six Minneapolis- 
Moline were chiming in as well. M-M 


officers said Case and Oliver recently ° 


had talked merger with Minneapolis- 
Moline, but had shied away because 
they feared Minneapolis-Moline’s man- 
agement with its large stockholdings 
would wind up in control of the 
merged companies. 


TRANSPORTATION 
EQUIPMENT 


TRIMMED SAILS 


Excessive expectations have 

tarnished some of the glitter 

on Fruehauf Trailer Co.’s 
biggest year. 








In 1954, the staid American Institute 
of Management characterized the 
truck-trailer industry as “one of tre- 
mendous growth and potential” and a 
year later added: “Developments have 
been even more phenomenal than we 


FRUEHAUF’S FRUEHAUF: 
still expansive 








anticipated.” To big, bluff Roy August 
Fruehauf, 47, president of Detroit’s 


Fruehauf Trailer Co.,* which com- 
mands 50% of the trailer market, 
these breathless predictions seemed 
little more than a simple statement 
of fact. 

So, early this year, Roy Frue- 
hauf got off some prognostications of 
his own. Fruehauf, he flatly predicted, 
would gross $400 million this year, 
nearly double the healthy $224 million 
of last year. 

Last month, however, Roy Frue- 
hauf was busily trimming his sales. 
Business was good all right. But not 
that good. “We’re looking forward,” 
confessed he somewhat sheepishly, “to 
a record year of $340 million in sales.” 

Speeding Profits. Nevertheless, few 
in the Canyon would deny that Frue- 
hauf was in spanking good shape. 
Sales for the first six months of 1956 
were up 38% (to $152 million) and 
net earnings up 41% (to $5.3 million). 
Although his operating income was 
still unimpressive (it represented just 
7c per dollar of sales last year), Roy 
Fruehauf was bringing up his profits 
faster than his volume. 

Undaunted, President Fruehauf had 
some other predictions last month: 
“The nation’s truck-trailer fleet, now 
700,000, will be more than double in 
ten years.” And over the near-term: 
“Fruehauf expects to play a large role 
in the [federal] road construction 
program. Vast numbers of trailers will 
be used to haul cement, asphalt, fill 
materials, steel and earth-moving 
equipment. . . . And when these new 
highways are built, many more trail- 
ers will be needed to carry the ever- 
increasing volume of freight.” 

On all this, there were few to say 
that he was wrong. But, as Wall 
Streeters took due note, once-burned 
Roy Fruehauf was mentioning no fig- 
ures for his own sales prospects. 


TRENDS 


SIGN OF THE TIMES 


A baron in business? A duke 
in trade? In Britain today 
that’s the only way to hang 
on to the family manor. 


BriTIsH music hall comics used to 
entertain their audiences with the 
old wheeze about the successful 
business man who wins a title and 
immediately rushes out to buy a 
landed estate to go with it. Now, 


*Traded NYSE. Price range (1956): high, 
3834; low, 2544. Dividend {3 ): 96c (adjust- 
ed for stock dividends) . Ind = 


per re +E $1.77 ua jueten ‘jn stock 
dividends). assets: $188.7 million. Ticker 
symbol: FTR. 
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reported the famed London Econo- 


mist last month, it is the other way 
around. To keep the old family manor 
houses from crumbling into ruin, 
Britain’s established peerage is de- 
scending into the counting house and 
the factory—though mostly in a 
properly dignified way. 

The Economist reported the results 
of a poll which indicated that better 
than one nobleman in four sits on a 
corporate board of directors, while 
one in eight has four or more di- 
rectorships to his credit. Nor is this 
simply the result of the Crown’s pol- 
icy of awarding titles to successful 
businessmen. “The older nobility,” 
the report said, “gets into business 
as fast as the newer nobility obtains 
land to support its titles.” 

Is Britain’s peerage thus assured 
of prosperity in a democratic age? 
Not necessarily, The Economist adds. 
There remains the problem of “the 
ennobled politician without much 
wealth and the older peerage in the 
process of parting with their last 
farm.” But the editors shed no tears 
for such penniless peers. “They will,” 
the article concluded, “fall no nearer 
to the gutter than the welfare state 
allows.” 


SHOES 


OBSTACLE COURSE 


General Shoe’s Maxey Jar- 
man just can’t restrain his 
zeal for expansion. 


CorPORATE progress in the U.S. shoe 
industry has all too often been a 
sometime thing, tied closely to the 
gradual and erratic growth of the 
U.S. population. That was too slow 
for energetic W. (for Walton) Maxey 
Jarman, 52, non-smoking, teetotaling 
chairman of Nashville, Tenn.’s Gen- 
eral Shoe Corp.* If his business could 
not grow fast enough internally, Jar- 
man resolved, he would expand the 
third largest U.S. shoemaker another 
way. In 1950 he embarked on a com- 
pany-buying spree, in five years 
picked up 18 shoe manufacturing and 
retail companies, more than doubled 
General’s sales (to $167.9 million) 
and profits (to $5.3 million). 

Cry Halt! But then the Department 
of Justice stepped in. General’s ac- 
quisitions, the Department charged, 
lessened competition in the shoe in- 
dustry. In vain General protested 
that it still made less than 5% of the 


*Traded NYSE. Price renee. (1956): high, 
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shoes manufactured in the U.S., and 
still had over 1,000 vigorous competi- 
tors. 

To settle the case, Jarman had to 
submit to a consent decree that all 
but barred General from purchasing 
any more shoe companies for five 
years. All this was too much for Jar- 
man, who once had declared flatly: 
“In this business you just can’t afford 
to stand still.” 

Jarman did not stand still for long. 
The consent decree said nothing 
about merging with non-shoe com- 
panies, and that left the rest of U.S. 
industry wide open to his eager grasp. 





FAST STEPPERS 


Total U.S. shoe sales have risen but 
slowly. But through multiple mergers, 
beth Brown and General Shoe have 
200 managed fo outrun the industry. 
1950 sales = 100 























So last month he merged again. His 
latest acquisition: a 65% interest in 
the Hoving Corp., which owns both 
the swank Bonwit Teller women’s 
clothing chain, and a controlling in- 
terest in famed jeweler Tiffany & Co. 

For Hoving, Jarman paid a sum 
reported to be “a little over $10 mil- 
lion” in cash, or somewhat more than 
$20 a share. He thereby gained con- 
trol of a company which last year 
netted $914,000 by selling nearly $30 
million worth of Bonwit Teller swank 
to women and another $172,000 in 
profits from Tiffany’s diamond and 











silver sales. In all, a $1 million haul. 

No Objection. “We have felt for a 
long time,” crowed Jarman, “that. . . 
the specialty store business wags a 
natural avenue of growth for us.” At 
month’s end the Justice Department 
was showing no signs of objecting, 
and Wall Streeters were wondering 
where Maxey Jarman would move 
next. 


FOOD 


HEINZ HARVEST 


For Jack Heinz’ 230 varie- 
ties, it has been an appetiz- 
ing 87th year. 





“ALL we want,” Henry John (“Jack”) 
Heinz II, 48, president of H. J. Heinz 
Co.,* and grandson of founder Henry 
Heinz, once quipped, “is a dispropor- 
tionate share of the market.” 

Just how much that would amount 
to is anybody’s guess, but there is no 
doubt that President Heinz has 
garnered a healthy chunk of the 
canned food business with his 230 
recipes for soups, canned beans, 
ketchup, pickles, baby foods, spaghetti 
and puddings. In the year ended last 
May 2, Heinz’ sales of the famous (and 
fictitious}) “57 varieties” rose 12%, to 
$262.4 million, an all-time high, while 
net zoomed to a juicy $10.6 million, 
up a full 20% over 1955. Only big 
canner Libby, McNeill & Libby, with 
$292.5 million in sales and Campbell 
Soup, with a current annual rate 
around $450 million, does more busi- 
ness than that. 

But Jack Heinz is still far from 
satisfied with his present food empire, 
which embraces Great Britain, Aus- 
tralia, Spain and Canada, as well as 
the U.S. (foreign operations account 
for as much as 40% of his volume). 
He has spent $50 million for expansion 
since World War II; in the process 
upping sales 130%, and he has budg- 
eted another $50 million for the next 
five years. His near-term goal: doubled 
sales in the next decade, perhaps even 
by 1963. His ultimate target: a billion 
dollar business. For hitting this bull’s 
eye, Heinz has high hopes for the 
trans-Atlantic market. “There is,” he 
says, “practically no competition” in 
the United Kingdom for his prepared 
recipe food line, and sales in Britain 
have doubled every four years since 
the war. 
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“WICKED CURVE 


Inflation may spell good 

business for the railroads, 

but it doesn’t necessarily 
spell good profits. 


Last month investors in railroad 
stocks’ were getting an unforgettable 
demonstration of a basic economic 
fact: creeping inflation, whatever its 
lures, is no guarantee of growing 
profits. While the U.S. economy 
headed for what looked like another 
record year, it had become painfully 
clear that the railroad industry would 
be hard put to match its 1955 show- 
ing. By the end of June, Class I 
railroad revenues had climbed more 
than 8% above the equivalent 1955 
figure. Profits, however, had failed 
to respond, instead had slipped 4%. 

Inflation. The problem, obviously, 
was an inflationary spiral: costs were“ 
rising faster than revenues. True, 
the roads have been granted a healthy 
freight rate boost as recently as last 
spring. But it is becoming increas- 
ingly clear that this will not suffice 
tod cover the steadily rising materials 
costs and industrywide pay raises 
granted last December. Already non- 
operating employees are pressing for 
a 25c-an-hour pay increase, and east- 
ern railway men, somewhat wearily, 
are getting up courage to ask the In- 
terstate Commerce Commission for 
yet another freight rate rise. 

Things being what they are, the 
best most rail executives were hoping 
for last month was that their roads 
might end the year with profits no 
lower than 1955’s. For some this was 
at best a forlorn hope. A fortunate 
handful, however, actually expected 
to better substantially their 1955 
showings. 

New Champion? The most spectac- 
ular profit showing at the six-month 
mark undeniably belonged to the 
coal-bearing Chesapeake & Ohio. The 
C&O’s coal traffic was booming. In 
this it was not alone. Other bitumi- 
nous coal roads were flourishing too, 
and the big Norfolk & Western raised 
its profits 19%. 

With net up 18%, the C&O nosed 
the Santa Fe out of second place 
as dustry’s biggest moneymaker. 
and was even getting up steam to try 
to oust the cil-rich Union Pacific 
from its traditional role as the in- 
dustry’s profit champion in 1956. 

It was no accident that the C&O 
was gaining on the two big western 
roads. As Donald Fraser, president of 
the Missouri-Kansas-Texas, put it: 
“We Westerners just haven’t had the 
increase in business you've had in the 


First Five Months of 1955=1 
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East.” Fraser’s Katy showed a shat- 
tering 37% loss in profits. On the 
sprawling Southern Pacific System, 
net was off 14%, due largely to a 
slump in auto and residential build- 
ing business, which hit the auto 
plants and lumber mills in its terri- 
tory hard. 

Down South. The southern roads 
were having problems of their own. 








MIDWAY POINT 
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By and large, they were paying the 
price for last year’s spectacular gains. 
Without anything like last year’s bit- 
ter Louisville & Nashville strike to 
bolster the revenues of competing 
lines, the southern roads’ revenues 
rose only slightly and such highly 
profitable roads as the Southern and 
the Seaboard had to settle for well 
nigh invisible profit gains. Hard-hit 
by the auto slump, the Illinois Cen- 
tral’s profit was off 7%. The Guif, 
Mobile & Ohio’s net receded 37% as 
long, costly strikes paralyzed such 
good area customers as the Tennes- 
see Coal & Iron division of U.S. Steel, 
U.S. Pipe & Foundry and the New 
Orleans building trades. 

With these signs of faltering in the 
West and South, the best relative 
showings were reserved for the nor- 
mally somewhat laggard eastern 
roads. Besides the C&O and N&W, 
both the Reading and the Nickel 
Plate seemed headed for record prof- 
it years. The Baltimore & Ohio, the 
Erie and the Pennsylvania were run- 
ning well ahead of 1955 at the six 
months’ mark. The N.Y. Central was 
an exception, falling behind in prof- 
its, mainly because of the auto slump 
and a hefty but farsighted increase in 
maintenance outlays. 

Whether the eastern roads could 
keep up the pace was a moot ques- 
tion—certainly the steel strike had 
hurt them. But for awhile at least 
they were tasting the unaccustomed 
fruits of profit leadership. 


RAILROADS 


THE MIDAS TOUCH 


Deft doctoring has revived 
ailing Delaware & Hudson. 





WHEN William White, onetime presi- 
dent of the New York Central Rail- 
road, was side-tracked by Robert R. 
Young two years ago, he rolled onto 
a relative siding of U.S. railroading: 
the coal-carrying Delaware & Hud- 
son Co.* As White’s friends and ene- 
mies alike conceded, the D&H was 
one of the most conspicuous problem 
roads in the U.S. White, however, 
was a veteran doctor of ailing rail- 
roads, and by last month it was clear 
that he had applied the same deft 
Midas touch to the D&H that he once 
had to the Lackawanna. While many 
another U.S. rail carrier, including 
the N.Y. Central, was hard-pressed 
to hold earnings at 1955 levels, the 
D&H had piled up the best first-half 


Traded NYSE. Price ran (1956) : high, 
cated 1956 payout: 1.60 = extra. Eam- 


in per share (1955): 37. 
$1915 million. Ticker symbol: DH. 
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earnings in its hundred-odd year his- 
tory. 

The Red & the Black. When White 
took over at the D&H, it was in seri- 
ous trouble. As a railroad (792 miles 
of track), the D&H was still recover- 
ing from the 1954 “recession.” But its 
greatest liability was that it was not 
so much a railroad as a holding com- 
pany, and what it held was pretty 
much the proverbial empty bag: Hud- 
son Coal Co., an anthracite coal pro- 
ducer. 

If there has been anything not in 
demand over recent years, it has 
been anthracite coal. In just six 
months before White took over, Hud- 
son Coal had piled up a $2-million 
loss, the worst in its postwar history. 
That was more than enough to drag 
the parent company deep and alarm- 
ingly into the red. 

By the end of the year, however, 
White had stanched the coal com- 
pany’s losses, squeezed the last red 
cent out of railroad operations, and 
managed to put the holding company 
solidly into the black. Then he went 
to work to make the D&H’s come- 
back permanent. Like his- predeces- 
sor, D&H Chairman J. H. Nuelle, he 
reasoned that the only way the com- 
pany could prosper was (1) cutting 
hard coal losses to a minimum, and 
(2) squeezing every cent of profit out 
of the railroad itself. 

A Nice Balance. He was soon doing 
both. In short order, he closed down 
marginal collieries, curtailed produc- 
tion, and concentrated operations in 
three mines. Before long, operating 
costs had begun to plummet, and with 
them the traditional operating losses. 
But although abandonment of coal 
operations theoretically would have 
eliminated the losses entirely, White 
did not do that. 

As White is happy to point out, 
Hudson Coal’s traffic is important to 
the D&H: last year better than $4 
million of the road’s $49.3-million 
freight revenues came from the sub- 
sidiary’s coal. 

There was another reason why 
White chose to strike “a nice balance” 
between his railroad and coal opera- 
tions: Hudson Coal’s $8.5 million in 
tax loss credits piled up over the past 
four years. Assuming the railroad it- 
self could be made profitable enough, 
they could be made to create a wel- 
come fiscal buoyancy. As: it worked 


out, these credits have reduced the | 
parent company’s tax bill by some $6/ 


million. Moreover, thanks to depre- 
ciation and depletion charges, over 
the past two years Hudson Coal has 
made practically no drain on the 
holding company’s cash. 

But the big job then was to put the 
D&H itself back on the road to prof- 
itability, and White was soon paring 
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expenses to the bone. “We reduced 
costs,” he candidly admits, “at the 
expense’ of maintenance. That was 
legitimate because the physical con- 
dition of the property made it possi- 
ble.” As a property, the D&H was in 
fine shape—a $51 million postwar ex- 
pansion program had seen to that— 
and White used the lever it gave him 


. to the full. In ‘the two years since he 


took over, the D&H’s operating ratio 
—the railroads’ yardstick of efficiency 
—has dropped from 80.14% to 66.07%. 
“Without,” adds White, “any detri- 
ment to the property.” 

Timely Infusion. Actually White has 
also been making a nicely calculated 
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infusion of cash into “the -property.” 
From $894,000 in 1954, capital outlays 
rose to $2.1 million last year. This 
year White is spending no less than 
$8 million on improvements, half of it 
for 500 new box cars. Every penny of 
it comes out of accumulated cash 
reserves. 

Thus White has succeeded in pull- 
ing off one of the rarest feats in U:S. 
railroading: making railroad profits 
carry a major subsidiary’s normal 
losses. This is just the reverse of the 
situation on such western roads as 
the Union Pacific, Southern Pacific 
and Northern Pacific, which polish 
up their railroad earnings with the 


lush proceeds of petroleum sales. 

Solid Showing. By midj@ar, White 
had good reason to be proud of his 
two-year stewardship of the D&éH. He 
could look back to an impressive 
1955, in which he boosted the rail- 
road’s earnings 147% (to $8.9 mil- 
lion), cut the coal company’s losses 
to $1.9 million. Result: D&H’s $76.9- 
million revenues produced a_ solid 
$7.1-million profit. Better yet, the 
D&H could boast an even more pros- 
perous first half this year: revenues 
up 10% above 1954, coal losses down 
nearly 70%, and the conversion of a 
$354,243 loss into a $4-million profit. 
It was the kind of Midas touch Bob 
Young hopes one day to apply at the 
New York Central. 


RET AILING 


REPULSED 


When a raider knocks on the 
door, does a company presi- 
dent have to let him in? Not 
on your life, says Davega 
Stores’ Herman Stein. 


“THe only proper business before this 
annual meeting,” announced Herman 
M. Stein, 61, president of Manhattan’s 
$6.8 million (assets) Davega Stores 
Corp. last month “is the election of 
directors.” Not all his stockholders 
agreed with Stein’s definition of 
“proper.” A week before Irving H. 
Mages, president of Chicago’s small 
but prospering Mages Sporting Goods 
Co. (assets $2.5 million) had made an 
offer to buy control of Davega. His 
proffered price of $7 a share was 
almost $2 a share above Davega’s 
1956 low. 

But Stein was having none of it. 
Repeatedly he refused to present 
Mages’ offer to Davega’s stockholders. 
“The offer,” sniffed he, “is well bclow 
our conservatively estimated book 
value of $10.81 a share. .. . I see no 
reason why I should act as his inter- 
mediary.” 

Mages, exceedingly miffed, raised a 
point of ethics: is it fair for a company 
president to withhold from stock- 
holders an offer that might result in 
his replacement? “Maybe,” insinu- 
ated Mages, “Stein is afraid he would 
lose his job.” 

At month’s end, however, it began 
to appear that the argument would 
not be settled so far as Davega Stores 
was concerned. Mages declared flatly 
he had “no intention of engaging in a 
proxy fight” and Stein, secure in the 
allegiance of “considerably more” 
than management’s 22% slice of Da- 
vega’s 265,800 common. shares, was 
not budging. 
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RAILROAD GROW? 


One of a series telling what Chesapeake and Ohio 
is doing to make this a bigger, better railroad. 







































’s the order of the day on Chesapeake 
one with the forward thinking 


vcs superior transportation to- 


si ea in the future. 


Full speed ahead on modernization. Since 1945 
C&O has spent over a half billion dollars on 
modernization, with another $100 million budg- 
eted for this year. In this decade, Chesapeake 
and Ohio has become almost a new railway. 








Full speed ahead on new equipment. With 222 
more diesels on order this year, C&O’s fleet of 
locomotives will become completely dieselized. 
Over 90% of its 88,000 freight cars are new or 
rebuilt and 13,000 new cars are on order. 





Full speed ahead for freight. New, more effi- 
cient classification yards, terminals and signal 
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alo the new plant tracks is this 3-mile C&O-s 
ord’s huge new Lincoln Plant at Novi, ich. 
ym, 
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: Would you like a portfolio of pictures 


of Chessie and her family? Write to: 


Railway 


Full speed ahead! 


systems make up a track improvement pro- 
gram costing $20 million, assuring faster, de- 
pendable schedules for freight shipments. On 
Lake Michigan, C&O’s fleet of seven train- 
ferries has been completely modernized. At 
the other end of the railroad, a new $8 million 
bulk cargo pier is nearing completion at C&O’s 
Atlantic port of Newport News. 





Full speed ahead for coal. As the world’s largest 





* million to better serve the transportation re- 


§ Chesapeake and Ohio 


3806 TERMINAL TOWER, CLEVELAND 1, OHIO 


carrier of bituminous coal, Chesapeake and 
Ohio keeps pace with the growing coal indus- 
try. Sixteen million tons of quality coals will 
be loaded into Great Lakes vessels at C&O’s 
Toledo docks this year and more than 17 mil- 
lion tons will be hauled to Newport News for 
ocean movement. C&O loads almost half of the 
coal America exports overseas. A $3 million 
addition will increase the loading capacity of 
C&O’s coal docks at Newport News by 20%. 


Full speed ahead for service to new industry. 
C&O is adding new plant tracks at a cost of $3 





quirements of the automotive, coal, chemical 
and other plants locating on the railroad. 


All along Chesapeake and Ohio’s 5,100 miles 
things are happening—new facilities, new 
thinking for a bigger, better railroad to serve 
your transportation needs. 


Chessie’s railroad is going and growing! 
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BACK IN BUSINESS 


As with its rivals, U.S. Steel's 
customers are beating down 


the doors. 


Tue strike was over. In Pittsburgh 
and elsewhere, workmen were rush- 
ing repairs to firebrick and firebeds 
so that the nation’s blast furnaces 
would be in shape to roar for a long 
time to come. The steelworkers were 
punching in again at the time clock. 
Meanwhile, just around the corner 
from Wall Street, directors of US. 
Steel Corp.,* bellwether of the indus- 
try, gathered to appraise their con- 
dition. From Chairman Roger M.. 
Blough, 52,Game ‘highly encouraging 
word. Sé@id “he: “We're going to be 
pretty busy. Once we get back into 
production, we should operate at 
close to capacity for the balance of 
the year.” 

Steel Pinch. The fact was that 
there is a sharp pinch on the nation’s 
steel. supplies. Not only were cus- 
tomers’ inventories, accumulated in 
anticipation of the strike, well dried 
up; more important, working inven- 
tories of semi-finished steel were at 
an extremely low ebb. Meanwhile, 
orders for structural steel were heav- 
ier than most steelmen had ever seen 
them before. Promised Blough: 
“We're going to do the best we can 
on an equitable basis to ship steels 
where they are needed.” 

That said, Blough could look back 
on the best first half in Big Steel’s 
history. Sales, he reported, had hit 
a record $2,269 million, up 15% on 
the year. Earnings totaled $209 mil- 
lion, up 17%. U.S. Steel had paid 
the price of an unsettled strike in its 
Tennessee Coal & Iron division in the 
second quarter, but strong margins in 
the first quarter had boosted first- 
half earnings to $3.66 per share, up 
from 1955’s $3.10. The third-quarter 
strike would hurt of course, but 
Blough hoped to offset that with rec- 

_ ord business in the final three months 
of the year. 

Plus & Minus. The one still-unan- 
swered question was: how much will 
steel’s price hikes total when all is 
said and done? A few independents 
had already raised prices about $9 
a ton. But the question looms large 
with such important steel customers 
as Detroit’s automakers, who take 
some 26% of mill turnout. Getting 
ready to make model changeovers, it 
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BIG STEEL’S BLOUCH: 
he faced hungry customers 


was doubtful if they could pass along 
the full price increases on steel to 
their customers without discouraging 
many buyers. 

Roger Blough was careful not to 
tip his hand prematurely. But one 
fact was clear: on his estimate, the 
steelworkers’ wage-fringe benefit 
package had added 7.6% to Big 
Steel’s basic costs. Big Steel was also 
paying roughly 10% more for such 
items as refractory brick, steél scrap, 
heavy electrical equipment, construc- 
tion work, and manganese and ferro- 
alloys. What formula would pass Big 
Steel’s costs along fairly? Said 
Blough: “Raising prices is not just a 
simple mathematical job. . . . Our 
pricing decision will take all this into 
consideration.” 

Early this month, Chairman Blough 
had completed his mathematical cal- 


BESSEMER CONVERTER: 
readying for.a long roar 








culations, announced that U.S. Steel 
would boost its prices an average of 
$8.50 a ton. Although Blough’s new 
figure was less than that of the inde- 
pendents and well under the Wall 
Street guesstimate of $10, it still was 
the biggest price hike since the end 
of World War II. Additional rises are 
still a possibility. 


NICKEL 


UNHAPPY RICHES 


Too much demand can actu- 
ally be worse than too litile. 
That’s International Nickel’s 


problem. 


Knock on any corporate door these 
days of boom and prosperity and, 
chances are, the board chairman will 
be a picture of beaming optimism. In- 
ternational Nickel Co.’s* John Fair- 
field Thompson, 75, is not such a man. 
In fact, his cautious outlook confounds 
Wall Street bulls who have upped 
Inco stock from 78 to over 100 this 
year on the strength of record earn- 
ings, sales and production. 

Hearty Appetites. Actually Themp- 
son’s worries concern the re 
rather than the present. Ri now 
there is simply not enough nickel to 
go around. Inco, which produces 75% 
of the free world’s supply, operates at 
seam-bursting full capacity, still can- 
not satisfy demand. Reason for tnco’s 
enviable position in a sellers’ market: 
the ravenous appetite of the U.S. 
Government, whose stockpile gobbles 
up close to 40% of all available nickel. 
Sprawling Inco must feed the #tock- 
pile first. Since that leaves @ilian 
users 30 million pounds short of their 
needs, they must resort to “gray mar- 
ket” sources where nickel is pticed 
as high as $3 per pound. 

By 1957, however, the tables may 
have turned: government stot ne 
will be tapering off, and supply is 
expected to meet demand. But 


dustry is to use all the nické® cna 
will then be available to it, nickel iol 7 


sumption will have to soar by atle 


50%. Hence Thompson’s worry: the 


present shortage could easily become “ 


instead a glut. 

Right now, nickel remains searce. 
Early this month, in an effort to boost 
production 140 million pounds by 
1961,: the Office of Defense Mobiliza- 
tion announced that it would pay 


premium prices for marginal high-* 


cost nickel. The news shot Inco stock 
up 5% points on the New York Stock 


*Traded NYSE. Price 958) og igh, 
111; low, 78. Dividend (1955) : $3.75. Gass” 
1956 payout: $3.95. Earnings gs per share (1955 

on ag * he assets: $519.6 million. Ti caaliarse: 
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Exchange. But it also left some un- 
answered questions in _ investors’ 
minds. Will Inco raise its 644c-per- 
pound price? And will the ODM’s an- 
nouncement clear the way for a $200 
million investment Inco contemplates 
making in Manitoba? Some Toronto 
mining men thought it would. 

If they knew, Inco officials were 
not saying. But Defense Mobilizer 
Arthur S. Fleming told Forses: “To 
the extent that any company enters 
the program, we'll take into consider- 
ation unusual development costs. But 
there will be no across-the-board 
policy. The Government will never 
buy the entire output of a firm at 
higher prices, and the Government 
price will reflect individual company 
costs.” 

Indigestion Ahead. For the moment, 
Inco’s low-price policy seems secure. 
It is rather future demand which wor- 
ries Chairman Thompson most. Long- 
standing shortages may force nickel- 
starved civilian users to switch per- 
manently, where they can, to such 
competitive metals as aluminum, 
chremium, molybdenum. Denying 
nickel to peacetime users, company 
brass fear, may cost Inco markets it 
already dominates, not to speak of 
others in which it could cut a wide 
swath—if supplies were adequate. 
Explains President Henry S. Wingate: 
“The shortage is already placing a 
heavy burden on our customers. It 
is stimulating harmful switchovers to 
substitutes.” 

When designers replace hard-to- 
get nickel in the food service, laun- 
dry, textile and automotive industries, 
as they are now doing, Inco loses 
strategic ground, perhaps for good. 
Thus, in the last 30 years the average 
amount of nickel in the steel which 
goes into Detroit's automobiles has 
dropped from 2 to 0.6 pounds per car. 
“To keep nickel production at cur- 
rent levels,” warns Thompson pointed- 
ly, “will require a much larger peace- 
time market.” 

Once-they turn from the future to 
the present, Thompson and Wingate 
have good reason to count their bless- 
ings: In sheer output, 1955 was Inco’s 
biggest year ever. Altogether, the 
company culled 347 million pounds of 
nickel from its Sudbury,: Canada 
mines, boosting both sales and earn- 
ings for the seventh straight year. 
Since 1949, Inco’s sales have zoomed 
from $182.8 million to $416.3 million in 
1955, and its profits have kept pace. 
Last year’s $6.15 net per share was 
almost triple 1949’s $2.08. This year 
Ineo’s fortunes have continued their 
long rise: net sales for the first quarter 
were up 12.2%, net up 28.1%. 

Plans & Policy. Despite this present 
presperity, Thompson is mindful of 
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INCO’S THOMPSON: 
too much demand? 


past slumps in the nickel market, 
particularly the disastrous one in 
1921-22 when World War I armament 
demand collapsed. As best he can, he 
is trying to cushion Inco against such 
shocks in the future. One method: In- 
co’s low 6444c-per-pound price, which 
some competitors claim is artificially 
low—too low adequately to encourage 
new production. Inco’s Thompson sees 
it otherwise. When a manufacturer 
converts to nickel, he argues, it often 


Percentage Increase 








1836-38 Average “Source: Metal Statistics, 1956 1955 


involves .a large capital outlay. 
“[Manufacturers] cannot afford to do 
this,” he insists, “if they are subject 
to the whims of rapidly changing 
nickel prices.” 

Thus by keeping prices low and 
distributing nickel impartially te large 
and small users alike, Thompson 
hopes to enlarge the civilian market 
over the long run. But he is not in- 
clined to be complacent about the 
enlarged supply for civilian goods 
after 1957. “If today’s problem is sup- 
plying enough nickel,” he says, “to- 
morrow’s will be the need for ex- 
panded markets. In the meantime, no 
producer can assume that any one 
metal is indispensable.” 


CONSTRUCTION 


BALANCE WHEEL 


Started as a sideline to its 

traditional line of business, 

Stone & Webster's natural 

gas properties have turned 

out to be an extremely good 
thing. 





Boston’s venerable (founded 1889) 
Stone & Webster, Inc.* today has a 
firm foothold in natural gas, invest- 
ment banking and utility-industrial 
advisory services. But the real heart 
of the company is still its famed en- 
gineering and construction division. 
Engineering, however, as President 
Whitney Stone, 48, well knows is not 
the most stable business in the world. 
It is too closely tied to the violent ups 
and downs of the capital spending 
cycle. 

Thus, after hitting a high of $19 
million in 1951, Stone & Webster’s 
engineering earnings plummeted to a 
dismal $8 million in 1954. “There 
was,” explains jovial Whitney Stone, 
son of the firm’s co-founder, “a tre- 
mendous buildup of utility construc- 
tion for a long time after the war. 
But when the utilities began to catch 
up, we began to slow down.” 

Fixed Assets. The real “plant” of an 
engineering and construction firm is 
its engineers and draftsmen. They 
cannot simply be let go when busi- 
ness slacks off. “We knew,” says 
Stone, “that things were going to pick 
up so we had to continue to carry 
our big staff and try to roll with the 
punches.” 

In rolling with the punches, Stone 
& Webster’s 16,339 stockholders 
watched with dismay the effect on 
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it was Jess severe than 
the engineering construction 

seemed it would 
be. The reason Stone had 


had an imposing ace ‘up His corporate 
sleeve in the company’s big, and 
growing, natural gas investments. 
Some $6.5 million invested just after 
the war in the common stocks of 
Gas Transmission and 
Wranscontinental Pipe Line had 
@rown in market value to nearly $40 
million. Equally helpful, these in- 
vestments provided a good chunk of 
the $2.2 million in dividends and in- 
terest which enriched Stone & Web- 
-ster’s enviably liquid treasury last 
year. 

But that was only part of the na- 
tural gas bonanza. Two other whol- 
ly-owned, Stone & Webster natural 
gas holdings in Texas contributed a 
cool $3.5 million to the company’s 
gross earnings last year. 

“Natural gas,” notes Whitney Stone 
with satisfaction, “is far from becom- 
ing our main line of business, but it 
has helped flatten out our ups and 
downs and provides cover for our $2 
dividend in years when engineering 

is slack.” 
; Up-Cycle. Last month, having come 
full circle, U.S. capital spending was 
swinging heavily into its upward 
phase. It was carrying with it Stone 
& Webster’s engineering and con- 
struction business. Earnings from this 
source rose in the first half of 1956, 
to $5 million, from just under $4 mil- 
lion the year before. Moreover back- 
logs were rising, and the second half 
looked better still. Stone & Webster 
engineers were hard at work on such 
giant projects as the $34.5-million 
Yankee Atomic Electric Co. nuclear 
power station in Rowe, Mass. and a 
$200-million hydroelectric project in 
Washington state. Other Stone & Web- 
ster men had their fingers in no less 
than 90 projects, ranging from power 
plants and paper mills to hospitals 
and electric power stations, including 
a wide list of atomic development 
jobs. 

But it takes a year or more for big 
construction projects to end up as an 
entry on the profit ledger. Thus 
Stone & Webster probably will not 
hit its full profit stride from current 
work antil next year. Nevertheless, 
with engimeering profits climbing 


slowly and natural gas profits on the 


rise, Wall Street last month was look- 
ing for Stone & Webster to have a 
good year—with full-year profits 
close to the all-time high of $3.09 
reported in 1948. 
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SIX-MONTHS SLOWDOWN- 














MINUS SIGNS 


Stockholders now have a dol- 


lars-and-cents gp nse of 
Detroit’s 1956 decline. 


Tue story has been told many times 
before: auto sales were off, and De- 
troit was making less money. The 
only thing that remained to be seen 
was how much of a dollars-and-cents 
beating the auto men had taken. Ear- 
ly this month, the news was out and 
the relative showings of the auto- 
makers were just about what every- 
one had expected them to be. 

Mammoth General Motors, the 
world’s largest industrial enterprise, 
had suffered least. GM reported a 
10% drop in sales (to $5,868.7 million) 
and a 24% slide in net profit (to $503.5 
million). Second-ranking Ford Motor 
Co. slipped 18% in sales (to $2,364.5 
million) and a sharp 44% in profits 
(to $131.7 million). Hardest hit, as 
expected, was Chrysler Corp., with a 
24% dip in sales (to $1,428.8 million) 
and a discouraging 73% decline in 
net (to $18.7 million). 

Strong Spots. As the Big Three 
neared the end of its run of 1956 
models and prepared for change- 
overs, Wall Streeters began looking 
into production figures to see who 
had stood up best to the slump, who 
had been hardest hit. Through the 
30 weeks ended in July, GM’s big 
loser was Pontiac, which cut back 
unit output 42%. Chrysler’s Ply- 
mouth, a strong runner in the low- 
price field last year, was also down 
42%. Ford had been forced to slice 
output on its medium-priced Mer- 
cury by 40%. 

Some auto makers, however, had 
shown surprising strength. General 
Motors’ Chevrolet, the nation’s cur- 
rent best-seller, increased its share 
of the market still further. Against 
the industry’s 27% cutback and GM’s 
overall 22% decline in output, Chev- 
rolet’s production slipped only 11%. 
The other good news, paradoxically 
enough, came from the luxury lines. 
Cadillac was running at exagetly its 
1955 schedule (95,000), and Lincoln 
boosted production a hefty 46% (to 
31,634). Completely redesigned this 


6-mo. Sales % change é-mo. Net Profit  % change 
(in millions) (ia millions) 
General Motors $5,868.7 down 10% $503.5 down 24% 
Ford Motor Co. 2,364.5 down 18 131.7 down 44 
Chrysler Corp. 1,428.8 down 24 18.7 down 73 
AUTOS year, Lincoln was the only line ex- 


cept Chevrolet actually to increase its 
registrations. In the auto industry, 
however, volume rings the till, and 
in this respect Lincoln’s unit output 
was hardly a match for Chevfolet’s 
985,000. Still, it was an encouraging 
sign for the No. Two automaker. 


HARD BARGAIN 


The Studebaker-Packard, Cur- 

tiss-Wright deal surprised no 

one, but Wall Street is in- 

trigued by the hard barguin 
Roy Hurley drove. 


THE long drawn-out negétiations 
between floundering Studiibaker- 
Packard Corp.* and Roy Hiurley’s 
flourishing Curtiss-Wright ‘Corp.+ 
were among the worst kept §ecrets 
of modern business history. Fer sev- 
eral months every newspaper Peader 
had known that Curtiss-Wright was 
prepared to bail Studebaker-Paekard 
out of its fiscal mess—but it setthed-on 
terms somewhere short of outright 
merger. 

But few, even among knowing Wall 
Streeters, were prepared fer the 
severity of the terms when the deal 
was announced early this month. In 
it, tough Roy Hurley clearly had the 
upper hand, and he had it to 
drive a hard bargain. In retusm for a 
$35-million cash advance, iss- 
Wright will get control of a r- 
able amount of real property: (1) 
long-term leases on Packard's ultra- 
modern Utica, Mich. plant aiiieaie. 
baker’s Chippewa plant et (South 
Bend, Ind., both of which 


iss- 
Wright will use for defense prodmetion: 
(2) outright ownership of Stu r- 
Packard’s promising Aerophy; De- 


velopment Corp., of Santa Barbara. 
Calif.; (3) title to inventori 
equipment the automaker is now us- 
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ing on defense contracts which 
Curtiss-Wright will eventually itself 
take over. 

Rich Plum. But what really in- 
trigued Wall Streeters was the final 
plum that Hurley had extracted from 
Studebaker-Packard. As part of the 
deal, the big engine-builder receives 
an option to buy 5 million shares of 
Studebaker-Packard common stock at 
just $5 a share. As everyone could 
see, the price was a tidy $3 below the 
going—and much-depressed—market 
price of the automaker’s stock. Its 
worth, of course, depends on Curtiss- 
Wright’s management. 

Better yet from Curtiss-Wright’s 
point of yiew, the option gave Hurley 
the right to acquire a controlling 43% 
interest in the automaker on ex- 
tremely advantageous terms. Curtiss- 
Wright gets the right to buy into 
Studebaker-Packard, but no obliga- 
tion to do so. If after two years, 
Studebaker-Packard is still flounder- 
ing, Curtiss-Wright can step back and 
let the option lapse. If Studebaker- 
Packard begins to prosper again under 
Curtiss-Wright’s guidance, Hurley can 
pick up, fer just $25 million, shares 
which sold as high as $77 million last 
year and as high as $170 million in 
1952—before the Studebaker-Packard 
merger. Clearly Hurley is in position 
to pick up one of the biggest of what 
Wall Street calls “special situations” 
available this year. 

It was, as one bemused auto execu- 
tive put it, a clear case of heads 
Curtiss-Wright wins, tails Stude- 
baker-Packard loses. But, with the 
automaker’s sales dragging, its treas- 
ury dwindling fast, and bankruptcy 
breathing down its rieck, there seemed 
little last month its upwards of 100,- 
000 stockholders could do but accept 
Roy Hurley’s hard bargain, and be 
glad to have it. 








ROY HURLEY: 
he drove a hard bargain 
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The New Look in Bargaining 


Ir you happen to run into a union 
official with a hangdog, worried 
look on his face, the chances are 
that he has just come out of a bar- 
gaining session where the em- 
ployer offered a good, solid wage 
increase, garnished with some at- 
tractive fringe benefits. Just why 
said labor boss should pout in- 
stead of carrying a smile from ear 
to ear is the story of a significant 
new strategy in the ungentle art of 
collective bargaining. 

For well over 50 years, unions 
have had one strong selling point 
in their pitch to the American 
worker. Mr. Employer, according 
to organized labor’s standard-oper- 
ating gospel, is a penny-pinching, 
niggardly character, and only 
through organization and economic 
threat will he unwillingly grant 
more than token pay boosts. 

So the pattern of collective bar- 
gaining between unions and man- 
agement follows a well-furrowed 
path. The union comes to the bar- 
gaining table with a list of de- 
mands. They are all whoppers. 
The theory is that- you figure out 
what you'll settle for and then ask 
for five times as much. Bluff is 
the accepted standard of ethics. 
On both sides. The employer, for 
his part, on hearing the union’s 
demand, must, according to the 
script, blow his top. The man who 
can feign a good fume, who can 
work up a beady brow, who can 
stomp out of a bargaining session 
as though he never intended to 
come back, is the good manage- 
ment negotiator. And when he 
does return, it is with a long, sad 
and sorry story of how business is 
on the brink of failure and that 
the boss’ wife’s fur coat and his 
Cadillac are in the process of bé- 
ing repossessed by the finance 
company. But in the interests of 
labor peace he is willing to grant 
an increase of a few cents, “but 
not a penny more.” 

He knows, of course, and so does 
the union, that in the give and 
take of haggling, the amount will 
creep up. The final settlement, in 
traditional bargaining, turns out 
to be far, far lower than the union’s 
original sky-high demand and 
much higher than the employer’s 
“I can’t afford a penny more” 
counterproposal. 

But this type of juvenile by- 
play is undergoing a change. And 


when the re- 
cent steel un- 
ion negotiators 
came into bar- 
gaining with 
the steel man- 
agements, the 
labor men had 
in mind a forty 
to forty-five- 
cent demand package, though a 
specific figure was never publi- 
cized. The union, playing the old 
game, knew that this was just an 
asking price. The union figured that 
it would be satisfied if it finally 
wheedled an eighteen to twenty- 
two-cent package out of the in- 
dustry. 

The steel negotiators did a re- 
verse pitch and caught the union 
men flatfooted. Instead of counter- 
offering with a pittance, and thus 
setting the stage for an across- 
the-table battle royal, the indus- 
try’s first offer was substantially 
close to what the union expected 
to win after a long verbal battle. 
The steel people, following the 
pace set by General Electric and 
others, decided to come up with 
a first offer which it felt was fair— 
and probably inevitable under 
present economic conditions. When 
this happened, the union had no 
other alternative but to decline 
the offer as “too little and too late.” 

The strike that followed was a 
union defense mechanism, and the 
reason why the settlement came 
so quickly in face of predictions 
of a two-month walkout was that 
the union knew that the parties 
were only three or four pennies 
apart-right from the start. 

Labor leaders don’t like this new 
managerial strategy. They call it 
“Boulwareism,” after General Elec- 
tric Vice President Lemuel Boul- 
ware, who is a leading exponent 
of the non-haggle technique of 
labor negotiations. Unions feel that 
they will lose face with employees 
if they don’t get wage increases and 
other benefits through the long ha- 
rangue at the bargaining table. 

Unions are essentially political, 
not economic organizations. Union 
meetings before negotiations have 
all the trappings of a political rally. 
To have to return to a union con- 
clave after a bargaining session 
and admit that the boss volun- 
teered a raise is a frightening pros- 
pect to most labor leaders. 





Lawrence Stessin 
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knew it ages ago! 


POWERS to overcome sickness! 
Means to escape poverty! Knowledge 
to bring happiness and peace of mind! 
Skill and genius to create a civiliza- 
tion which we still copy today! These 
are only some of the accomplish- 
ments of the ancient Egyptians. 


Above and beyond these physical 
achievements was the secret wisdom 
possessed by the Egyptian mystery 
schools. In these centers of learning 
men and women were taught the 
laws of life and how to master them. 
With this mastery they were able to 
shape their destinies as they wished 
them to be. It takes no greater mental 
effort to achieve results when youknow 
how. Successful living is the oldest 
art in the world. It consists of devel- 
oping initiative, foresight and the 
ability to combine experiences into 
new and workable ideas. 


These laws operate as unfailingly 
as the laws which govern the sun, 
moon and planets. They were dis- 
covered centuries ago by certain wise 
men of Egypt, and preserved down 
through the ages by the Rosicrucians. 


The Rosicrucians 
[AMORC] 
SAN JOSE, CALIFORNIA, U. S. A. 


Time has since crumbled Egypt’s 
walls, but it couldn’t destroy this for- 
mula for the control of life. In your 
hands, this knowledge could alter 
the entire course of your affairs. 


The Rosicrucians offer to you—if 
you have the courage to break away 
from limited forms of thinking — 
these same simply expressed truths 
of life which have led thousands to 
a joyous method of better living. 


Let This FREE Book Help You 


Learn how you may share the pri- 
vate instructions of The Rosicrucians, 
a non-profit fraternity of men and 
women whose influence extends into 
every land. Let this be the turning 
point in your life! For your copy of 
“The Mastery of Life” use the coupon 
below or write to Scribe V.L.S. 





Scribe V.L.S. 
The Rosicrucians (AMORC) 
San Jose, California, U.S.A. 


Please send me, without obligation, my copy 
of ‘The Mastery of Life” which explains how 
I may receive and use your intelligent and age- 
old method for ining mastership of life. 








Address 























FOOD 


UPHILL PROGRESS 


Profits and sales are rising 
at General Foods. But the 
struggle for the housewife’s 
grocery dollar gets hotter. 


PRESIDING over the General Foods 
Corp.* annual meeting in the chan- 
deliered main ballroom of Manhat- 
tan’s Roosevelt Hotel one day last 
month, President Charles G. Morti- 
mer served up a steaming mixture 
of pleasant figures and hard facts. 
The hard facts concerned the sharp 
competition General Foods faces as 
the U.S.’ largest food packager. The 
pleasant facts were a welcome anti- 
dote: GF’s net profits for the quarter 
ending June 30 were up a solid 23%, 
and sales were continuing their un- 
broken 23-year rise. 


Tooth & Nail. Prosperity or no 
prosperity, said Mortimer, these gains 
did not come easily to General Foods. 
Not when every inch of space on the 
grocers’ shelves had to be fought for 
tooth and nail. “Every brand in every 
supermarket,” said Mortimer, “bat- 
tles to earn its shelf space... . 
An important grocery chain in March, 
April and May took on 192 items— 
and dropped 158 others.” 

Mortimer made it clear, however, 
that General Foods was giving as 
good as it was taking in the battle of 
the shelves. Its Maxwell House 
Coffee, Jello desserts, Post cereals, 
Birds Eye frozen foods and hundreds 
of other products were far from. be- 
ing crowded out. For the three latest 
months, GF sales were up 9% (to 
$239 million), and earnings hit $1.09 
a share (against 88c in the like 1955 
quarter, after adjusting for last 
April’s 2-for-1 split). 

But costs were rising too. “Last 
year,” reported onetime adman Mor- 
timer, “General Foods spent $75 mil- 
lion for advertising [almost double 
GF’s 1955-56 net profit].” That figure 
was 74% more than his company’s 
1952 ad budget. 


Goal: Profits. These days sales in- 
creases are hardly noteworthy and 
rising costs are the inflationary order 
of the day. For stockholders the big 
question is: how well is Mortimer 
doing in bringing sales income down 
to profits and thus ultimately to divi- 
dends? The answer: pretty ‘well. 
Profit margins, that lifeline of she 
balance sheet, had been a mere 8.5c 
on the sales dollar in 1953, the year 


*Traded NYSE. Price r 
505g; low, 437%. Divigene “tides * sFise ina: 
cated 1956 shi re 80. Earnings per 
(1955) : Total assets: 9 alllione 
Ticker ~~ 


Forses, august 15, 1956 



















before 56-year-old Mortimer moved 
into the executive suite. In 1955 Gen- 
eral Foods netted 4.2c on the dollar 
against only 2.6c for competitor Stand- 
ard Brands, 4.7c for fast-moving 
Best Foods. In the latest quarter the 
margin rose satisfyingly to 5.4c. “The 
reason,” explained Mortimer, “is 
mostly because we have been push- 
ing our higher margin lines—and I 
mean pushing them hard.” 

But Mortimer went on to warn 
stockholders that it was a bit early 
to start tossing their hats in the air. 
“Please do not,” said he, “multiply 
the first-quarter earnings by four to 
arrive at an estimate of how well we 
shall do for the year. . . . The annual 
figure is the important one.” 

“IT am,” he added, “at least sure of 
this: when sales go up, profits will 
go up with them.” 

“T hope,” Mortimer later told an 
inquiring stockholder in what 
sounded like at least half a promise, 
“that it will be possible to raise divi- 
dends again. My heart, believe me, is 
in the right place.” 


AUTO PARTS 


DIFFERENTIAL 


At Thompson Products, sales 
are in high, but profits are in 
low gear. 





Executives at Cleveland’s Thompson 
Products Corp.* like to quote an old, 
familiar saw. “Business,” it runs, “is 
like riding a bicycle. Either you keep 
moving or you fall down.” Thompson 
itself has had plenty of both spills 
and thrills. As the nation’s fourth 
largest auto partsmaker (e.g., valves, 
pistons, tie rods, suspension units), 
it has sometimes ridden high, some- 
times low, with the auto industry. 
One major bump: a $2-million loss 
in 1946, when Thompson was con- 
verting from war to civilian goods. 

Out of Gear. These days, however, 
Thompson has another problem: 
while its sales spin merrily along in 
high gear, its profits have been idling 
in low. Reason: the company is no 
longer as much an auto partsmaker 
as a defense producer—roughly 60% 
of sales are in aircraft components. 
That change has in part disengaged 
Thompson from the bumps the auto- 
makers are feeling this year, but it 
has also made the company subject to 
another liability: the high cost of 
tooling swift changes in jet design. 

Thus when Chairman Frederick 
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Coolidge Crawford, 65, reported 
Thompson’s 1955 results, he added an 
explanation. “A very heavy element 
of our expense,” he said, “involved 
the shift of our principal aircraft 
operations to components for new jet 
engines. . . . So major a shift required 
a great deal of tooling and moving of 
machinery and equipment.” Results 
of all this: sales up 6% (to $286 
million), but pretax net down 7% (to 
$23 million). As compared with other 
major auto suppliers such as Borg- 
Warner, Dana and Eaton, Thompson’s 
margins are thin enough—about 12% 


of sales. But last year they dropped 
still further, to 10.7%, their lowest 
point since 1949. 

This year, for the same reasons, 
Thompson’s profit slipped even further 
out of gear. On sales of $142.9 mil- 
lion, down 3%, Thompson’s net fell 
28% to $4.9 million. Principal cause: 
an alternator drive mechanism for 
the Boeing B-52, which had passed 
pre-flight tests but was found to be 
faulty in-the air. Reported Crawford: 
“Steps taken to prevent a recurrence 
have involved many operating prob- 
lems and heavy expense.” 




















for the fiscal year ended April 30, 1956 1955 
Gross Operating Income .......... $55,612,848 $50,187,453 
ERE ORE A coooe §©=—- 4,887,731 3,545,709 
Earnings Per Share (Note) ......... 2.28 1.62 
Dividends Paid: 

Cash (Note) ......... . 1,573,982 979,783 

Stock (Note) .......... 5% 25% 
Long Term Debt, Year End ........ $ 5,195,000 $ 3,900,000 
Stockholders’ Equity, Year End .... 21,008,391 17,584,650 
Crude Oil Processed (Barrels) ..... 9,903,000 8,589,000 
Crude Oil Produced (Barrels) ..... 1,022,000 932,000 








Per share data used in table above are based 
on the 2,192,018 shares to be outstanding on 
September 5, 1956. The Company’s capitali- 
zation consists solely of common stock, $1 
par value. On July 25, 1956 the Board of 
Directors authorized a stock distribution of 
100% (one share for each share outstanding) 
and a cash dividend of 50¢ per share on 
shares now outstanding, equal to 25¢ per 
share after giving effect to the stock distribu- 
tion. These stock and cash distributions will 
be made on September 5, 1956 to holders of 
record on August 10. 


If you would like to receive a copy of our Annual 
Report and Current Quarterly Reports, please write 


COSDEN PETROLEUM CORPORATION 
Post Office Box 1311 





Big Spring, Texas 
























and Associates is growing with it! 


America is srowing 


Listen to the clang of new steelwork rising high above 
old skylines . . . to the whisper of a million air conditioners 
and the muffled churning of ocean freighters in the St. 
Lawrence . . . to the hum of an endless stream of new 
automobiles rolling along the ribbons of newly con- 
structed turnpikes. 

These are the far-flung activities of a young America 
still growing at an ner ye ace that dazzles even 
the boldest thinker. Spurred on - the incentive of free 
owth is backed by far sighted, 
constructive financing that enriches the opportunity of 
every man to better way of life. 

In the past 12 months, Associates has provided over 
1 billion dollars of automobile, industrial and personal 
financing to assist this American growth pattern in 
widely diversified fields of industry and private endeavor. 


enterprise, our nation’s 




















































CONDENSED CONSOLIDATED 

















$879,052,562 $745,909,674 
CONDENSED CONSOLIDATED INCOME 
STATEMENTS 


Six Months Ended 
June 30, 1956 June 30, 1955 
Discount, interest, premiums and 
RE MNOOUOD 6 6 5 6 san oc ccs tes $59,449,847 $51,648,914 
41,828,871 34,296,900 











REE PEE $17,620,976 $17,352,014 
Provision = Federal income tax. 7,840,000 8,540,000 








America continues to grow . 
tribution to that growth, Associates grows with it. 


A REPORT FOR THE FIRST SIX MONTHS 


BALANCE SHEETS 





. and proud of its con- 








ASSETS June 30, 1956 June 30, 1955 LIABILITIES June 30, 1956 June 3@, 1955 
Cash AND MARKETABLE Nores Payaste, short term..... $435,831,400 $352,716,100 
co ay pie ae $ 87,277,327 $ $1,146,112 Term Nores due within one year. 37,500,000 39,770,000 
’ Retail motor vehicle install- . Common Stock Divipenp pay- 
ment receivables........... $683,877,863 $578,409,395 able July 2, Ds sie bac tae ba 1,875,283 1,562,736 
aes wens Se hee sneerees Shimer 
term loans...............: 72,754, 7,100,654 AND RESERVES.............. ,237, ,705, 
Direct and personal install- UNEARNED INSURANCE Premiums. 29,258,942 28,925,709 
men om spas san be tc 55,851,875 41,678,044 Lonc-Term Nores............. 155,965,000 136,135,000 
aidivdiiies. rr = 37,002,943 27,696,421 SUBORDINATED LonG-TERM Notes. 52,000,000 42,000,000 
TOT A Le _—_—— — CaprraL DEBENTURES.......... 17,900,000 18,500,000 
849,487,377 $714,884,514 ptt pti 
Less: Unearned discounts... .. $ 51,967,540 ° 44,144,624 PREFERRED STOCK............. 22,500,000 12,500,000 
Reserve for losses....... 20,628,756 17,506,326 Cosmeore STOCK. ...05ccccccccce 31,254,720 31,254,720 
Total receivables, net....... $776,891,081 $653,233,564 MINS 3s. bip b's bp 8 t Reah ee 64,729,574 52,840,062 
Oruer Assets. binadeisiad $aib16-b.0:07 14,884,154 11,529,993 





$879,052,562 $745,909,674 





rns ee $9,780,976 $8,812,018 ASSOCIATES INVESTMENT COMPANY 
Consotidat, _carnings a ASSOCIATES DISCOUNT CORPORATION 
payment of preferred dividends. $2.97 $2.73 ee eee 


HOME OFFICE « SOUTH BEND, INDIANA 
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1951 


The FORBES index 





the dollar (1947-49 — 100), factors 1, 4 
and 5 for seasonal variation. 
Dotted line is an 8-day estimate based on tenta- 
tive figures for five components, all of which are 
to later revision.* 


AMJJiA$@ 





*Final figures tor the five components (1947-49=100) 


May June July 
Production......... 138.0 139.0 140.0 
Employment........ 112.6 112.8 113.5 
SS so os tan miaron 102.0 102.0 101.0 
| a ae 113.3 112.3 119.2 
Bank Debits....... 150.0 150.0 150.0 


Aug. Sept. Oct. Nov. Dec. 
140.0 141.0 143.0 144.0 144.0 
113.8 114.0 114.3 114.7 114.9 
102.3 102.8 103.0 103.3 103.5 
115.4 115.4 116.6 117.6 116.5 
150.0 150.0 159.3 165.4 159.5 


Jan. (56) =‘ Feb. Mar. April May 
144.0 143.0 141.0 143.0 142.0 
115.1 115.0 116.8 117.3 117.6 
101.8 101.5 101.3 100.8 100.3 
118.4 112.8 115.5 116.4 116.4 
168.9 177.2 160.1 164.8 172.0 
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Potpourri 


Wuart a difference a day makes! Six- 
ty and ninety days ago, the financial 
pages seemingly went to special pains 
in emphasizing the soft spots in our 
economy. The neophyte speculator, 
forgetting that a little knowledge can 
be dangerous, was holding learned 
discussions on the excessive rate of 
inventory accumulation. Today, how- 
ever, someone seems to have waved 
a magic wand! With the market in 
new high ground, the public is san- 
guine rather than fearful. And the 
financial pages have been busy de- 
tailing industry’s generally-favorable 
second-quarter earnings reports. 
All of which raises an obvious 
question: have the factors which 
cauged so much concern in past 
months been dissipated? Or, is this 
another period in which the nimble, 
the alert can capitalize on the inevi- 
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by SIDNEY B. LURIE 


table changes in 
speculative psy- 
chology by light- 
ening positions. 
Naturally, there 
are arguments on 
both sides of the 
equation, for spec- 
ulation is not a 
simple business. A decisive balance 
seldom falls neatly into place. Fur- 
ther, in a majority of past years the 
traditional summer rise has spent 
itself between mid-August and mid- 
September. Thus, a careful exami- 
nation of the market’s assets—and 
liabilities—is in order. 

On the constructive side of the 
ledger, the fundamentals are good. 
The uncertainties which this column 
deprecated in May and June are be- 
ing resolved favorably. The concept 





that we are in a period of rolling re- 
adjustments—not an over-all down- 
ward spiral—has been tested, and 
not found wanting. The fourth-quar- 
ter business outlook is most reassur- 
ing. And this, in turn, suggests an 
upward momentum which will carry 
over into Spring 1957. 

More specifically, there have been 
two developments which strengthen 
the promise of renewed upward mo- 
mentum in industry: 

@ Settlement of the steel strike has 
more constructive implications than 
the obvious considerations which have 
been detailed in the press. True, the 
strike has compressed the inventory 
liquidation which otherwise might 
have persisted throughout the sum- 
mer. And the inevitable price in- 
crease this time will allow for plant 
expansion needs as well as compen- 
sate for higher costs. All of which 
means that the steels are still one of 
the cheapest groups’on the Board, be- 
cause the industry’s earning power 
will receive a new lift, and better 
quality for break-even points are be- 
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net ages 21st Yeer 

‘the matket, which stocks are preference- 
merit and to what indicated price ob- 
- jective ‘(up or down) each stock is 
headed. 


MO SERVICE LIKE $/D REPORTS 

$1.00 now for next two weekly 
sample monthly editions. Check 
f stocks. Be prepared for the next 
or SELL positions, per stock. 


} HENRY WHEELER CHASE 


Economic-Price Adviser 


‘GREENWICH 







CONNECTICUT 











BLUE CHIP LIFE INSURANCE 
STOCK 


About $30 a Share 


one of the fastest-growing Life Insurance 
Companies in the United States 

¢ Ins. in force up 20 times in past 10 years 

* 7th cash dividend increase in Nov., 1955 

* 7 stock dividends in last 10 years 


Write for FREE Report 
ALBERT J. CAPLAN & CO. 


Members: Phila.-Balto. Stock Exchange 
1516 LOCUST ST. PHILA. 2, PA. 
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AGRICULTURAL MACHINERY 


End of the Squeeze? 


~ a the farmers are hard pressed to make ends meet, what with agricul- 
tural prices down and prices the farmers must pay up. However, the longer-term 
—. are bright, for government policy, regardless of the party in power, is 
irected toward withdrawing acreage from production and supporting farm income. 
The farmer, therefore, will have money and he will have incentive to produce the 
maximum allowed on the smaller acreage in production. The squeeze between 
prices received by farmers and prices paid by farmers appears to be near the end. 
Hence, this may be an interesting time at which to review the leading stocks in the 
agricultural equipment industry. Each such stock is analyzed in a full-page report 
in the current edition of The Value Line Investment Survey. 

In the same edition will be found full-page analyses of each of the leading auto- 
mobile stocks, airline and aircraft manufacturing stocks. Also full-page analyses of 
the leading investment trust and truck stocks. 


SPECIALS You are invited to receive, at no extra charge under this Special 
Introductory Offer, this 64-page issue covering Agricultural Equipment, Aircraft, 
Airline, Automobile, and Truck Stocks. In addition, you will receive in the next 
four weeks new reports on over 200 major stocks and 14 industries to guide you to 
safer and more profitable investing. Your bonus issue analyzes 43 stocks, including: 


Int'l. Harvester 
Allis-Chalmers 
United Aircraft 
Fairchild Engine 
American Airlines 
Gen’‘!. Dynamics 


General Motors 
Eastern Air Lines 
Curtiss-Wright 
Martin (Glenn L.) 


United Air Lines 


Republic Aviation 


Boeing Minneapolis-Moline 
Douglas Pan American Airways 
Lockheed Studebaker-Packard 
Grumman Trans World Airlines 
Chrysler Ford Motor 

Deere and 20 others 


$S INTRODUCTORY OFFER* 

Includes 4 weekiy editions of the Value Line Survey—with a full-page Rating & 
Report on each of 200 stocks and 14 industries, including advance estimates of 1956 
and 1959-61 earnings and dividends. It includes also a new Special Situation Recom- 
mendation, Supervised Account Report, 2 Fortnightly Commentaries, and 4 Weekly 


Supplements. (Annual subscription $120.) 


BOoNUs: You will also receive under this Special Offer, at no extra charge, the 
new 12-page Summary-Index giving current Value Line advices, yields and future 


price expectancies on all 700 stocks under constant supervision. 


*New subscribers only. 


Send $5 to Dept. FB-67 


THE VALUE LINE 





SURVEY 


Published by ARNOLD BERNHARD & Co., Inc. 





VALUE LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW YORK 17, N.Y. 












ing lowered. ‘ 

In the process, the economy will 
benefit inasmuch as: 

(a) The difficulties of obtaining 
steel will “stretch out” industry’s 
heavy plant and equipment expendi- 
tures and the accelerating highway 
program, two of this year’s important 
“props.” 

(b) While industry’s tremendous 
productive capacity and our competi- 
tive economy may negate the threat 
of an inflationary spiral, the fact re- 
mains that manufacturers now will 
be less reluctant to reduce invento- 
ries than in past months. 

(c) The steel settlement will ac- 

celerate another round of wage in- 
creases which will boost cofiswmer 
purchasing power, and at a time When 
the nation has been saving more and 
spending less. 
e As was so clearly indicated behind 
the scenes in Egypt, there is a “new 
look” to Russia’s foreign policy. Now 
we are faced with intensified compe- 
tition for the political and economic 
penetration of the Free World’s 
sphere of influence. This contrasts 
sharply with the previous policy of 
indirect political blackmail short of 
outright war. Net result of this sub- 
tle change is two-fold: (a) large for- 
eign aid programs are inevitable; (b) 
likewise, defense is a permanent busi- 
ness, particularly today, when Rus- 
sia’s_ scientific progress challenges 
our ingenuity. 

For the first time in history, our 
defense expenditures are being 
stepped up without an outright threat 


of war. All of which means that the 


Government will be a heavier con- 
tributor—via its billions of spending 
—to the nation’s economic health. In 
a word, the comment of Bethlehem 
Steel’s Chairman Grace—“‘We are 
very optimistic for 1957,” has ample 
support in the underlying realities. 
Apart from the factors discussed 
earlier, the uptrend in farm income, 
which will carry through 1957, has 
introduced a new “plus” not hereto- 
fore enjoyed by the economy. The 
Soil Bank Program, the statistics of 
the various farm commodities, all 
suggest that a five-year downtrend 
has been reversed. Moreover, the 
automobile industry will enter the 
1957 model year with the benefit of 
sharply reduced new car inventories 
and a strong used car market. Vari- 
ous parts manufacturers point out 
that the releases for the 1957 models 
indicate that Detroit, as well as Wail 
Street, is hopeful of a better year. 
What, then, might upset the status 
quo? Particularly in view of the fact 
that by and large stocks no Jonger 
are cheap, which means the market 
is vulnerable to the unexpected, to 
(CoNTINUED ON PAGE 52) 
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’ YES—FORTUNES ARE BEING MADE IN 


ROYSTONE’S GROWTH DISCOVERIES 


/ 


The experience of half a century has 
proved that knowing what to buy and 
when to buy and sell is the secret of 
quick fortune-building. It is far better 
to know the time to sell to the false 
optimists and the time to buy from the 
misguided pessimists than it is to 
familiar with market theories. 

Thirty years of conspicuous success for 
clients has built us pre-eminent recogni- 
tion for our fortune-building growth dis- 
coveries. That is why thousands of 
investors are reading our weekly “Stock 
Market Appraisements” we formerly syn- 
dicated nationally on financial pages un- 
der the heading, “ROYSTONE SAYS.” 

Our newspaper followers found out 
that discovering and recommending fun- 
damental growth values is the basic fac- 
tor in fortune-building service. No won- 
der Wall Street is so anxious to keep in 
contact with our recommendations. 

This demand from everywhere for our 
reliable guidance in selecting special 
growth values forced us to publish our 
comments in inexpensive weekly ana- 
lytical guidance bulletins. 

To buy and hold low-price long-term 
growth situations before the public recog- 
nizes their potential values largely elimi- 
thanks to the discovery made while evalu- tot Safety Rules” 
ating fundamental psychological factors 


W. H. ROYSTONE 
INVESTMENT ANALYST 


Who, from devoting many years building fortunes 
for investors, wrote ‘Ameri of 
nates the hazards of speculation. Now, . BF, = y- 


“27 Safety Rules’ for 


y 7 


- 


by the special advantages we look for in 
our growth stocks. 

Thinking realistically, we must agree 
that fortunes are built from small fonds 
only through far-sighted specializing, not 
through diversification. A few poor selée- 
tions destroy the gains of years. Funds 
were greatly increased when our clients 
bought a pre-reorganization bond that 
doubled in price at seventy and sold to 
buy an oil stock at seven that went 
through twenty. We expect many of the 
discoveries we are recommending should 
double current low prices many times. 

The only sure fortune-building is done 
through such fund enhancement research. 
That alone will offset the rising cost of 
living. Fortune-building requirements call 
for at least a fifty per cent fund gain 
each year. Instead, the great majority of 
investors see their cash values shrink. 

Recently we again recommended a spe- 
cial growth situation selling below five 
we had studied a number of years and 
originally recommended near two. It is 
now selling near ten and a much higher 
price is anticipated. It should pay an 
unusually attractive dividend on current 
price. Next, we recommended another dis- 
covery near three-fifty that quickly went 
through nineteen and its advance has 
hardly started. Our July recommendation 


ica Tomorrow,” called 


vestors and Trad 





found in the Roystone Heavy Industry 

formula, we follow the fundamentals that make for profits. Cur- 
rently we anticipate a long bull market in natural commodity 
growth stocks. We are exploring the field to uncover the issues 
that show the greatest fortune-building potentials. 

Without such preparation for fortune-building, the average in- 
vestor never has a profit chance. Instead of building up a fortune 
in a few years, he sees his funds shrink. Unfortunately, investors 
and traders are equally victims of popular sentiment. They buy 
when they should sell and sell when they should buy. To protect 
clients against these errors, we developed our 27 Safety Rules for 
Investors and Traders. 

We build on growth, not petty profits. One may not go broke 
taking quick profits but certainly one never gets rich. We select 
growth values in their infancy. Holding low price, long-term 
growth situations that are independent of adverse conditions, 
makes all the difference between failure and fortune-building. 

Naturally, knowing the long trend turning points is essential 
to the investor. Knowing a “bull market” from a “bear market” 
is one guarantee of security. At the end of the Korean War this 
was almost the only service to see a long rising market ahead. 
Waiting and watching for such profit opportunities has built 
most of the large fortunes made in Wall Street. It would require 
many pages of space to reprint the hundreds of letters of grati- 
tude from longstanding clients now in our files. 

There are thousands of smaller investors, intelligently accumu- 
lating fortunes, who welcome technical data and a diagnosis of 
our growth situations we recommend for substantial income and 
rapid growth. 


GROWTH FIRST—THEN DIVIDENDS 


One of the most prevalent fallacies that distorts the judgment 
of the average investor is the idea he can buy the strong spots in 
an advancing market and be sure of a profit. He has slight 
knowledge of stock market psychology and the dangers of 
following the activity in stocks created by stock distributors. He 
knows next to nothing of the research needed in selecting growth 
values. He does not realize the great number of stocks that are 
in a natural retrogression. He does not know how few are impulsed 


of a “sleeping” growth oil situation near 
three fifty has already advanced through 
five and much greater growth for many months appears assured. 
An analysis of our September recommendation will be sent only 
to yearly clients. 


Read what the Press Service that 
syndicated his “Comments” said: 


“What ‘Roystone says .. ” is respected by the best in Wall 
Street from the small speculator to the largest investment trusts.” 

“One thing is certain: Roystone knows the stock market. 
With a truly remarkable record in earlier years while writing for 
this service he has foreseen all the important market changes.” 

“Followers all over America look upon Roystone as the most 
reliable long-term market diagnostician among the many good 
Wall Street technicians.” 

We earnestly believe there is a tremendous need for honest in- 
vestment and business guidance. Such assistance can be derived 
only from factually appraising future investment opportunities 
in the light of political and social trends. Without such guidance 
there is small hope for the individual in his quest for financial 
independence. Remember, there are rules for fortune-building. 


THE HUNDREDS OF LETTERS OF GRATITUDE AND PRAISE 

FROM OUR THOUSANDS OF HAPPY CLIENTS LIVING 

ALL OVER AMERICA AND THROUGHOUT THE WORLD 
WOULD FILL VOLUMES 


Now, to help you in your personal problems, we have created 
our special protective and instructive Contact Service to re- 
place our newspaper comments. The fee (for 52 weeks) for the 
present, is only twenty-five dollars or five dollars for advice 
covering the next seven weeks of the current critical period. 

Thousands of our clients realize that when and what to buy 
is the secret of safety and success in fortune-building. When 
you send check be sure to ask for “America Tomorrow” and 
those famous 27 Safety Rules for Investors and Traders. Annual 
subscribers may send a list of their stocks for the personal com- 
ments of W. H. ROYSTONE, Forest Hills 7, Long Island, N. Y. 
(Instituted 1931.) Midtown consultation appointment, $25. 
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‘OUTLINES 
GREATER GROWTH AHEAD 
ror te BUILDING INDUSTRY 


As America’s*booming previetee and 
* aos economic growth contribute to 

accelerating need for new buildings, 
the long term investment promise of 
the building industry seems particu- 
Jatly exciting. An unusually thorough 
study of the outlook and future growth 


spects for this industry is contained 
in our latest 18-page Monthly Letter. 


19 RECOMMENDED STOCKS 
IN MAJOR INDUSTRY FIELDS 


Many companies serve the vast building 
industry, but there are some which 
seem to us to be stand-outs for invest- 
ment value. Two or: more stocks are 
chosen from several building industr 
fields; 19’stocks in all are sictmmisinted. 
Air Conditioning, Heating & Plumbing: 
Central air conditioning is destined to 
play an ever-increasing, integral role in 
the building industry. 
Cement: Ceowth seems assured for 
these companies, but investment selec- 
tivity and timing are important. 
Building Material Suppliers: Compara- 
tive investment statistics are given for 
leading suppliers. 

lumber & Plywood: These “natural - 
resource’’ producers profit from build- 
ing boom; are also favored by some 
investors as an inflation-hedge. 

Road Building Machinery: In sales 
and profits this group benefits directly 
from vast U. S. road program. 

Other Building Equities: Ranging from 
elevators to paints, their growth is tied 
to building industry. 


FREE COPY 


Our Monthly Letter is yours without 
cost or obligation. It also contains a 
list of over 200 selected portfolio stocks 
and a Stock Market Outlook report. 
Just mail coupon below. 


GOODBODY & Co. 


ESTABLISHED 1691 


Members of Principal Exchanges 
115 Broadway, New York 
Offices in 33 Cities 


i — send me without obligation Monthly 1 
er F-15. 
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INVESTMENT POINTERS 





by J. DONALD GOODWIN* 


Five Attractive Growth Stocks 


Tue future of the country continues 
to be excellent. Indeed, it has been 
estimated that industrial production 
alone will increase at a rate of 4% 
per annum until at least 1960. This in 
no way implies that the stock market 
is a “one-way street.” However, it 
does present the thought to long-term 
investors: where capital appreciation 
is the main objective that attractive 
growth securities can still be pur- 
chased to advantage. Accordingly, 
here are a few stocks that I consider 
attractive for this purpose. 

Carborundum is a well-established 
company, dating back to 1891. It is a 
leading manufacturer of abrasives. 
The Mellon interests own 52% of its 
1,722,000 shares. Through a wholly 
owned subsidiary, Carborundum Met- 
als Co., it is the country’s major zir- 
conium producer. Zirconium is useful 
in atomic reactors because it has a 
high resistance to corrosion and does 
not absorb the neutrons that keep a 
chain reaction going. The company 
has recently signed a contract with the 
Atomic Energy Commission to supply 
this metal, and plans for a new plant 
at Parkersburg, West Virginia to in- 
crease capacity have subsequently 
been announced. 

Carborundum appears to have 
gained an important foothold in the 


atomic field. In addition to expansion 


in the zirconium field, research has 
successfully added new products to 
the company’s list. With the favorable 
possibilities of other new products 
about to be introduced, current earn- 
ings, as well as those in future years, 
should be enhanced materially. Earned 
last year: $3.01. Incidentally, it is in- 
teresting to note that “CBO” has 
acquired an electronics firm and has 
developed a new product called Fiber- 
frax which is said to have excellent 
insulating properties against high tem- 
peratures. Finances are strong; the 
stock is now around 40, and I think in 
due time will appreciate substantially. 
Current dividend: $1.60. 

Fansteel Metallurgical ought to be 
an attractive speculation in the rare 
metals field. The company is the only 
producer of tantalum in the United 
States. This metallic element makes 
steel harder and more heat and 
acid-resistant, and is used in the pro- 
duction of surgical and electronic 
equipment. The firm also produces cal- 
umbium, which is an alloy metal used 
in the production of high temperaityre 
steels for jet engines. Interestingly, as 
a result of recent tests with the 
A.E.C., columbium is now being used 
under experimental conditions in nu- 

*Mr. Goodwin, partner of Joseph D. Good- 
man & Co. of Philadelphia, Pa., is a guest 


columnist for Mr. Joseph D. Goodman, who 
is on vacation. 
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clear reactors and guided missiles, fa- 
vorable results of which could have a 
dynamic effect on the price of the 
stock, now around 47. 

In .addition, Fansteel is one of the 
world’s largest producers of electrical 


contacts, the nation’s largest producer | 


of pure molybdenum metal and the 
second largest producer of tungsten, 
which have important uses in the 
fields of electrical manufacturing, elec- 
tronics, chemical and petrochemical 
manufacturing. Sales and earnings 
have shown remarkable growth since 
1950, having risen from $13.8 million 
and $1.51 a share, to $27.6 million and 
$3 a share, respectively. Current divi- 
dend: $1. 

Food Machinery & Chemical has 
substantially increased its expendi- 
tures for research, and many new 
products have been added to the com- 
pany’s line. Expansion through acqui- 
sitions has also played an important 
role. As a result, future earning power 
should be lifted appreciably. Growth 
prospects appear outstanding. For the 
first three months of this year, sales 
and earnings were at an all-time high, 
having reached $69.9 million and $1.19 
a share vs. $61.8 million and $1.01 a 
share, réspectively, for the same period 


last year. Earnings for all of 1956 are | 
being estimated at around $5.25 a | 


share vs. $4.53 a share in 1955. 

The company’s business consists of 
three major divisions—chemicals, ma- 
chinery and defense products. Chemi- 
cals include agricultural and indus- 
trial, synthetic rubber, and petro- 
chenficals, Machinery is made for the 
foed-packaging and processing indus- 
tries, as well as materials handling. 
In addition, the company also makes 
devices for servicing automobiles, fire- 
fighting equipment, lawn mowers, 
sprayers, dusters, etc. Current price, 
71; indicated dividend, $2, which 
might be increased by the year’s end. 

Lily-Tulip Cup has shown remark- 
able progress through the years, with 
sales gaining steadily from $5.7 million 
in 1987 to $881 million last year. At 
no time during this period was there 
a decline in sales, a truly wonderful 
record, Sales for 1956 are being esti- 
mated at around $68 million. Earnings 
have also kept pace during this period, 
having increased from 29c a share to 
$3.40, Capitalization is conservative, 
and consists of $6.1 million in long- 
term debt and 1,565,003 shares of com- 
mon: stock. Finances are strong. Lily 
is the largest producer of paper cups 
and nested containers. Recent price, 
60; dividend $1.60. 

Republic Steel is our third largest 
steel producer, a fully integrated com- 
pany. Sales are currently in excess of 
$1 billion, and earnings this year are 

{ConrTINUED ON PAGE 53) 
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This is neith 
any of these securities. 





NEW ISSUE 


an offer to sell nor a solicitation of an offer to buy 
The offering is made only by the Prospectus, 


250,000 Shares 


El Paso Natural Gas Company 


5.50% Cumulative Preferred Stock, Series 1956 


(Par Value $100 Per Share) 


Price $100 per Share 


Plus accrued dividends from June 1, 1956 


Copies of the Prospectus may be obtained in any State in which 
this announcement is circulated from only such of the under- 
writers, including the undersigned, as may legally offer these 
securities in compliance with the securities laws of such State. 


White, Weld & Co. 


Stone & Webster Securities Corporation 


Lehman Brothers 
Eastman, Dillon & Co. 
Harriman Ripley & Co. 


Merrill Lynch, Pierce, Fenner & Beane 


Smith, Barney & Co. 
August 1, 1956 


Blyth & Co., Inc. 
Glore, Forgan & Co. 
Kidder, Peabody & Co. 


Union Securities Corporation 


The First Boston Corporation 
A. G. Becker & Co. 
Goldman, Sachs & Co. 
Lazard Freres & Co. 
Paine, Webber, Jackson & Curtis 


Dean Witter & Co. 











the key to investment success. 


TO BUY: 


© 9 Utility Stocks—attractively priced. 

© 5 Insurance Stocks—showing steady 
gains in income. 

2 Ofl Stocks—one with good income. 

8 Merchandising Stocks—(one low- 
priced) 

4 Food Stocks—one highly specula- 
tive with attractive appreciation 
possibilities. 


SOLD?” Act promptly—supply limited. 


BABSON’S REPORTS 





Bargain Stocks to Buy 
If the Market Goes Up Or Down 


_ The recent market action makes Babson’s 
latest Special Report particularly valuable now. 


Behind the present indecisive market can be found attractive opportunities for 
profitable investment in securities that promise te do better than the general mar- 
ket. Babson’s latest Special Report emphasizes the importance of selectivity as 


This Report lists 12 special stocks to BUY, whether the market goes up or down! 
It also recommends the following securities to BUY, HOLD, and SWITCH. 


YOURS FOR ONLY $1.00 


For only $1.00 mailed to us along with this ad, we will send you the above 
information PLUS a Bonus Bulletin “SHOULD ALL COMMON STOCKS BE 


Dept. F-60, 


TO HOLD: 
@ 9 Steel Stocks — for long range 
prospects. 


@ 28 Selected Preferreds and Convert- 
ible Preferreds to hold for income 
and eventual gain. 


TO SWITCH: 
© 50 Stocks Babson Clients have been 
advised to switch. 


Wellesley Hills 82, Mass. 











LAW of WILLS *1 


EASY TO READ. Shows how and why 

_ should make a will; protect your 
apital, and Estate. 96 p. book by Attny. 

Parnell Callahan. $1. No C.O.D. 


OCEANA BOOKS, 43 W. 16, Dept. KF-6, N.Y.C., N.Y. 





seeking a publisher 
Send for our free illustrated booklet titled Te the Auther 
in Search of a Publisher. Tells how we can publish, pro- 
mote and distribute your book. All subjects considered. 
New authors welcome. Write today for Booklet FP. It's tree. 
VANTAGE PRESS, iInc., 420 W. 31 St.,B.¥.4 
In Calif.: 6253 Hollywood Bivd., Hollywood 28 
In Wash., D. Cz: 1010 Vermont Ave., N.W. 















15—Originally ae in 
' by the author, E. S. Genstein, 
this re report has turned out to be one 
‘of the most important books in recent years. 
“have ever asked yourself the key 
: Ané gecks too high or too low? Is 
time to buy or sell?—here you will 
"g original formula for answer- 
This formula has successfully de- 
the major tops and bottoms in the 
many years and shows you how to 
t profits and high yield without 
© outguess the mar' 
Executive Book Club writes, “If it 
one wrong inv nt move, it will 
id its cost a hundred times .. . It will 
: keep you from. buying stocks near 
the top—or selling them near the bottom!” 
The Council is so impressed by this book 
what it ae on yea with apap +; full, 
unquestion ‘und any time for a year. 
Send only $3.50 to Dept. F-17, American Re- 
search Council, Larchmont, N. Y. You also 
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some warrants make sensational 
gains; So tbo” investments in some cases 
appreciating to as much as $50,000 in a 
few years? 
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GRAIN 


TRADING 


Get specific trade advices twice each 
week. Get special buy-sell bulletins. 
Get the weekly Commodity Letter with 
background aileds to show how we 
arrived at our specific recommenda- 


tions. 
All For $1 
Including 4 Issues 


See Commodity Advisor's profit record 
now—we will send you our complete 


trading secerd for 1954 and 6 months 
1955. why many people are mov- 
ing investments into the grain market. 
Send $1 for Offer DD-25 
THE COMMODITY ADVISOR 
431 $. Dearborn 











; Chicago 5, Illinois 





Business and Earnings Will Expand 
Over Near Term 
THE business environment is favor- Materials) and the 
able. The steel strike has corrected road machinery 
the inventory situation in numerous companies such as 
industries. Automobile inventories Koering andBlaw- 


are again manageable and attractive 
new models soon will be supplied to 
dealers. The steel strike settlement is 
at least mildly inflationary, since 
higher wages will come in other in- 
dustries and add to public buying 
power. A collateral effect of the steel 
wage settlement will be higher prices 
for steel and things made from steel, 
and people always buy more when 
prices are going up or threaten to go 
up. It is traditional for business to be 
good between the national conven- 
tions and the Presidential election, 
and this year should be no exception. 
Corporation earnings will be higher 
in the fourth quartér than in the sec- 
ond or third quarter (strikes will hurt 
the current three months). Dividend 
payments in the first half were 17% 
ahead of the first half a year ago, and 
further dividend increases are pend- 
ing. Government spending is being 
speeded up by the Soil Bank and Road 
Construction legislation, and it is ris- 
ing in other directions as a result of 
the generosity of both political par- 
ties in the last session of Congress. 
As this is written, the DJ Indus- 


- trials still are struggling with the 


510-525 “supply area” which the mar- 
ket failed to get through in 31 sessions 
last March, April and May; but the 
performance of the list recently has 
been decidedly encouraging rather 
than discouraging. The offensive to 
get through this supply area, and 
provide a more pleasant chart picture, 
would seem to be gaining momentum 
rather than losing steam. It may take 
a few weeks to do it, but I am reason- 
ably confident that the DJ Industrials 
will be above 525 in a reasonable pe- 
riod, perhaps before this issue reaches 
the reader. Just as it is traditional for 
business to improve during the period 
between the conventions and a Presi- 
dential election, it is traditional for 
the stock market to go up. 

There is continuing interest in road 
building shares. The rise in stocks like 
Caterpillar Tractor and Clark Equip- 
ment probably has been due primarily 
to the road building legislation. Other 
possible beneficiaries are the cements, 
the bituminous paving companies 
(such as Warren Brothers and Hou- 
daille-Hershey), the aggregates com- 
panies (such as Arundel, Warner 
Company and Union Chemical & 


MARKET COMMENT 


by L. O. HOOPER 




























































Knox. Other col- 
lateral beneficia- 
ries are the heavy 
duty truck com- 
panies (Mack and White) and Inter- 
national Harvester, Allis-Chalmers, 
Ingersoll-Rand and Chicago Pneu- 
matic Tool. The best part of this road 
building is that it will be spread out 
over a period of years and become 
progressively bigger. 

It should be observed that the Ho- 
bart Committee has given the air- 
craft industry a clean bill of health 
so far as the present system of com- 
pensation is concerned. It takes the 
positon that since a large part of air- 
craft output is taken by the Govern- 
ment, the industry really is a national 
facility, and that the Government 
ought to be willing to pay private in- 
dustry to maintain it. That does not 
mean that the industry should be-free 
from renegotiation, but it does gean 
that renegotiation should be reggen- 
able and that the industry is entitled 
to reasonable profits. This clears the 
atmosphere, to a large extent, of the 
renegotiation bogy. It makes stocks 
like Boeing, Douglas, Lockheed, North 
American, United Aircraft, Curtiss- 
Wright and General Dynamics look a 
little better. It should be noted that 
the committee apparently was fgwor- 
ably impressed by their consergative 
dividend policies. 

Eagle-Picher probably will notearn 
quite as much this year as it would 
have earned if the automobile err 
had been larger, but this has net 
vented the management from a 
the dividend from $1.80 to $2.20 per 
annum. I continue to like this ¢om- 
pany’s shares for gradual growth, This 
stock is an investment in commer 
and ambitious management. 

The heavy truck manutactuvemg are 
doing exceedingly well, and seem to 
have an assured outlook over t 
year or two. Mack Trucks $3.05 
a share in the first half and ite 
Motors earned $3.51. White i ti- 
mating that volume this year ex- 
ceed $200 million, and that pmpfits 
will be the largest in history. As 
speculations, these two issues. “fook 
attractive. 

Our old friend Halliburton Oil Well 
Cementing, one of the best growth 
stocks to own in recent years, hardly 
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looks too high at 84 in view of its 
excellent record. Earnings this year 
may approach $6 a share compared 
with $5.12 in 1955, $3.95 in 1954, $2.53 
in 1953, $2.24 in 1952, $2.23 in 1951, 
$1.95 in 1949, $2.01 in 1948, $1.46 in 
1947 and 89c in 1946. This year’s sales 
should be about seven times as large 
as in 1945. All the figures on per share 
earnings are adjusted for splits and 
stock dividends. It pays to hold on to 
the good ones rather than trade them. 

National Supply (79) is not as good 
a stock as Halliburton from a quality 
viewpoint but is engaged in an anal- 
ogous line in the same industry. By 
eliminating an unprofitable engine di- 
vision, it has considerably improved 
its profit position. Earnings in the 
second quarter were at the annual 
rate of about $12 a share. It looks like 
between $10 and $11 can be earned this 
year. The $3 dividend should be in- 
creased or supplemented by an extra. 

American Machine & Foundry (30) 
appears to possess good possibilities. 
Earnings this year should be around 
$3 a share of which about $1.50 a share 
should come from the leasing of ma- 
chinery, including pinspotting ma- 
chines for bowling alleys. The rental 
part of profits should be logically 
worth 15 to 20 times and the other 
earnings 10 to 12 times face value. 
This could mean a price of 37 to 42 for 
the stock eventually. 


Worthington Company (59) prob- 
ably will be able to earn close to $6 
a share this year, against better than 
$5 a share in each one of the past nine 
years. The stock always has sold at a 
rather low multiple of earnings be- 
cause its profits have been regarded as 
quite cyclical. Actually Worthington 
has been grading up its products, its 
management and its diversification in 
recent years, and seeking to become 
less cyclical. I think the stock is well 
worth owning. The dividend easily 
could be increased again. The present 
rate is $2.50 per annum. 

The overhead supply of life in- 
surance shares seems to have been 
pretty well absorbed, and most of 
them are doing better after a long 
rest. I look for higher prices for Con- 
federation, Manufacturers, Lincoln, 
Franklin, Travelers, and the other 
good onts before the end of the year. 
These stocks had quite a correction 
in price from last fall’s highs. They 
are real “growth” issues to be owned 
permanently by those who want ap- 
preciation rather than income. 

It is my opinion that the troubles 
in Egypt do not justify pessimism 
about the Middle East Oils. I would 
continue to hold Royal Dutch, British 
Petroleum and the others. If they sell 
off as negotiations over Suez continue, 
I would buy more. 

















BUY — HOLD — SELL 
ADVICE on 76 STOCKS 


Fresh Appraisal Needed Today 


_ you alert to changing trends that will bring new 
stocks into leadership on the next market advance? 
Successful market strategy calls for prompt sale of vulnerable 
issues and reinvestment in stocks with most promising pros- 
pects for fall and winter. UNITED'S current Report gives 
you Buy — Hold — Sell advice on 76 widely held stocks. 


28 STOCKS TO SELL — 10 TO BUY NOW 
PREPARE FOR STRONGER FALL MARKETS 


This Report tells you which of the following we advise 
selling— which to buy for investment profit. 


General Motors Am Airlines Am Cyanamid Monsanto Mont Ward 


Ford Motor Radio Corp Western Union Schenley Ind St Louis-S F 
Chrysler Am Viscose Pullman Philco Corp Zenith Radio 
Motorola Avco Mfg Deere & Co Raytheon Mfg Spencer Chem 
Paramount @ Baldwin-Lima Crane Co Carrier Corp Twent Cent-Fox 
Penn-Texas Bell Aircraft Rock Island Allied Stores United Merch 
Penn RR Case (JI) Cont Motors Crown CorkS Grumman Airer 
Stude-P Admiral Corp Ruberoid Oliver Corp Gulf Mobile & O 
Am Motors Gen Dynamics Celanese Sears Roebuck Continental Can 


FREE WITH TRIAL OFFER: Send only $1 for the next four weekly 
issues of UNITED Investment Reports, and receive, without extra 
charge, this timely “Buy-Hold-Sell Advice on 76 Active Stocks.” 
(This offer open to new readers only.) 


———— FILL OUT COUPON AND MAIL TODAY WITH ONLY $1 —-—— 






! SENT TO YOU BY AIRMAH $1.25 (] FM-60 
DE ans anne hha sinene aise 66.bbkie hek~ Ae habe ee 6° eae aia 
a Bs nw on nes ancenedand ace teste iiee sabe os daaied 
AS UNITED BUSINESS SERVICE 
==" 210 NEWBURY ST. BOSTON 16, MASS. 


























Last time for this free offer! 


1 Serving more business men and investors than any other advisory service, 
YOUR OWN COPY 


of our new Study F it E E * 


“INVESTING TODAY — 


and Through 1960—" Timely, Fact-filled! 


Send coupon today! May alter your entire philosophy of investment for the better! 
“Must reading” for long range investment earnings. 16 pages! Answers! Facts! 


- USE THIS COUPON—FINAL OFFER—SEND TODAY (F-15) — 
INVESTORS RESEARCH COMPANY 
922 Laguna 


St., (Box 30), Santa Barbera, California 


Please send me FREE COPY—"INVESTING TODAY—and Through 1960" as offered in 
Forbes Aug. 15th. 









SCHENLEY DISTILLERS CO., NEW YORK, N.Y. DISTILLED 
FROM 100% GRAIN NEUTRAL SPIRITS + 90 PROOF 
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Making Profits in 
STOCKS 
by POINT and FIGURE technique 


method of market analysis builds your 

mt judgment in helping to select 

© right stocks at the right time. Widely 
by professional traders and investors 


used 
ee Market Profits—and Keeping 


* BREE ON REQUEST 


Literature on Figure Charts of Stocks and 
Commodities . . . a daily price change 
service . . . and imstruction material. All 
will be sent free on request. Just write 
for Portfolio F-30. 


MORGAN, ROGERS & ROBERTS, Inc. 
64 Wall Street @ New York 5, N. Y. 


Let Barron’s Help You 


PICK GOOD 
INVESTMENTS 


17 weeks’ trial only $5 


To help you build your capital and increase 
your investment income—get a trial subscrip- 
tion to Barron’s National Business and Fi- 
nancial Weekly. It will give you the facts you 
need to make yourself a better judge of the 
investment values in today’s markets. 

No other busi or investment publication 
is like Barron’s. it fg written for the man who 








. 








makes up his about his own money. 
It is the only affiliated with Dow Jones, 
and has full y Jones’ vast, specialized 
information in you. 

In Barron’s are shown what, where, and 
why the REAL VALUES are, behind current 


security prices. You get clear, well-founded 
information each week . . . on the condition 
and prospects (the changing fortunes) of indi- 
vidual corporations—and on industrial and 
market trends. 

A trial ~ Papeccoemead weeks for only $5 
—brings = 

Everyt ing you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight .. . 
the investment implications of current political 
and economic events . . . the perspective you 
must have to anticipate trends and grasp profit- 
able investment o arerenees. 

See for yourself how important Barron’s can 
be to you in the eatin vag ahead. Its sub- 

scription price is a year, but you can try it 

for Bid weeks for $5. Just tear out this ad and 
send it today with your check for $5; or tell us 
to bill you. Address: Barron’s, 392 eg eri 4 
Street, Basten 15, Mass. F-815 


For some years investors have had 
the benefit of a regularly published 
compilation of the stock holdings of 
50 closed-end investment companies 
and over 150 mutual funds which 
handle an aggregate of about $12 bil- 
lion of investable funds. This analysis 
shows which fifty stocks, by dollar 
value, are most popular with profes- 
sional management which is charged 
with the responsibility of investing 
the money entrusted to their care and 
supervision. These are The Favorite 
Fifty (copyright by Vickers Broth- 
ers, Inc.) which represent about 25% 
of the total assets of all investment 
companies. 

How well has this group of favorite 
stocks performed in the market this 
year which, as we all know, has been 
highly selective and therefore quite 
difficult for the individual investor? 
The result of a careful analysis, based 
on a comparison of price changes 
from the year’s end of 1955 to July 
30, 1956, shows that the favorites have 
outperformed the market, as repre- 
sented by any stock average, by a 
wide margin: 


Year End ety % 

1955 1 Gain 

D-) Industrials ....... 488.40 513.42 5.1% 

J Composite ....... 172.81 182.24 5.5% 

N. Y. Times oo Baas 332.47 345.82 4.0% 
Standard Ay 

|) ae 361.1 389.1 7.7% 

FAVORITE Sri coax - - 14.7% 


Let us look a little closer at the 
performance of The Favorite Fifty 
during the seven months’ period un- 
der review: 


3 stocks gained more than 50% 
12 stocks gained from 20% to 50% 
13 stocks gained from 10% to 20% 
4 stocks gained from 5% to 10% 
9 stocks gained less than 5% 

8 stocks lost up to 12% 


Two out of three stocks did better 
than the Dow-Jones averages; nearly 
three stocks out of five gained any- 
where from 10% to as much as over 
60%. The extent to which The Favor- 
ite Fifty outperformed the averages is 
all the more remarkable because most 
of these stocks-are themselves in- 
cluded in the averages. None of them 
is a small or obscure company. They 
are all multi-hundred million dollar 
enterprises, and the star performer is 
none less than International Business 
Machines, the second highest priced 
stock on the board. 

The poorest performer, by the way, 
was Monsanto Chemical with a 12% 
decline, and this stock would prob- 
ably have dropped from the list ex- 
cept for the merger with Lion Oil 





which had been widely held by 


STOCK ANALYSIS 


How Good Are “The Favorite Fifty”? ae 





By HEINZ H. BIEL 


investment com- 
panies. The other 
losers, all less than 
8%, were R.C.A., 
Sears, Roebuck, du- | 
Pont, Union Paci- | 
fic, Westinghouse 
Electric, Allied 
Chemical and Goodrich. Also slightly 
below average performers were 
North American Aviation, General 
Public Utilities, General Motors, 
Bethlehem Steel, Republic Steel, 
American Telephonc, Youngstown 
Sheet & Tube, Illinois Central and 
Seaboard Air Line RR. 


What is the reason for the superior 
market performance of The Favorite 
Fifty? Analysis shows that the reason 
is not so much selection as omission. 
Actually, it is more or less aroutine 
list of big name companies, but the 
list comprises only very few of the 
laggards and non-growth companies 
which, of course, are represented in 
the averages. The investment com- 
panies also have displayed pro- 
nounced partiality towards oil and 
aluminum stocks which haye done 
exceptionally well. On the other hand, 
the list includes only one automobile 
stock (G.M.), one retail stock (Sears), 
no textiles, no farm equipment, no 
tobaccos, no banks, nor any of the 
other classifications which have done 
poorly marketwise. 





The investment companies deserve 
particular credit for the performance 
of their Favorite Fifty, because their 
flexibility is more limited than that of 
individual investors. Aside from the 
technical problem of liquidating one 
and aequiring another major position 
in the thin markets which prevail 
today, fund managers like #6 main- 
tain dividend stability, ind@luding 
capital gains dividends, and fer this 
reason it is often impractical te make 
substantial portfolio changes, even if 
this would seem desirable fm@m an 
investment point of view. Obviously 
an investment company would not 
sell a stock like du Pont merely be- 
cause it may be temporarily over- 
priced. It would incur needlessly a 
capital gains tax liability, and it might 
be difficult to re-establish the pesition 
at a later date. However, the fact 
that fund managers are doing a great 
deal of shifting is indicated by ten 
new names appearing on the fist of 
favorites during 1955, while Westing- 
house Electric lost so many friends 
that it dropped from 12th te 4@th 

(CONTINUED ON PAGE 58) 
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BOOKLETS 


Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 
80 Fifth Avenue, New York 11. N.Y. 


442. Tue Errect or High Tax Rares 
on Executive Incentive: This speech, 
delivered by du Pont President Craw- 
ford H. Greenewalt to the Congressional 
Sub-Committee on Tax Policy last No- 
vember, is a mixture of genial wit and 
fundamental statistics. “My predecessor 
30 years ago,” Greenewalt told the sub- 
committee, “received a compensation 
after taxes twice as great as mine today. 
. . . When I pointed the discrepancy out 
to him he replied merely that he was 
easily twice as good.” Adds he: “Per- 
sonal income taxes in excess of 50% 
amounted to . . . 134% of Federal ex- 
penditures for 1954, and would have run 
the government for [just] six days.” 
He pleads for relief from today’s incen- 
tive-killing tax rates. The present rates, 
Greenewalt declares, are a “threat to the 
future ... of industry” (13 pages). 


443. WHat Makes a GrowTH Stock 


Grow? According to T. Rowe Price 
& Associates, the essential factors are: 
“1) Capable, ic management; 2 
Working in a fe field . . . for earn- 


ings growth; 3) increased invested capi- 
tal to provide new facilities; and 4) 
maintaining a high return on total in- 
vested capital.” Conscious, however, that 
this answer is “an over-simplification,” 
Price proceeds ‘to define and illustrate 
more precisely what is required of a 
true growth stock, uses five “true” 
growth companies and five which do not 
measure up as-examples, and cogrpares 
them on a point-for-point basis. An 
interesting analysis (11 pages). 


444. Investing Topay!—Anp THROUGH 
1960; Put out by Investors Research Co., 
of Santa Barbara, California, and sub- 
titled “the Pro and Con of 720 in the 
Dow-Jones Average,” this booklet, 
which is almost unrelievedly optimistic, 
might more accurately have been named 
“The Bulls-Eye View of the Stock 
Market.” Sample: “We are literally up 
to our necks in the greatest expansion- 
ary era the modern world has ever 
witnessed.” Yet, despite the high- 
pitched tone, there is a considerable 
amount of solid information here, and 
the long-term trends favoring a bullish 
view, from inflation to the policies of 
the Federal Reserve, are cogently set 
forth. An excellent example of both the 
reasoning and the facts which turn man 
into rampant bull (16 pages). 
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= Name 


We Believe the Turn Has Come For 


DOUGLAS & LOMASON Co. 


Now about $7 a Share 


No Bonds . . . No Preferred Stock. 
Net Quick $7 a share. Book Value Over $12 a Share. 
Current ratio Assets to Liabilities Over 10 to 1, as of Mareh 31, 1956. 


1950-56 Price Range: $41/,-$16%. 


In business over 50 years manufacturing moldings, stampings and assem- 


blies for automobile industry, the company has been operating in black for 
6 months through June 30th . . . noteworthy considering depressed state of 
automobile industry. Satisfactory operations achieved as result of increased 
efficiency, closer cost control and initiation of product diversification—mak- 
ing company less dependent on auto industry. 


e Now completely tooled for 1957 automobile model year . . . with production 
scheduled to begin in August. The consensus of informed opinion seems te 
agree that 1957 will be a good sales year for automobiles . . . and if correct, 
it should be an excellent profit year for Douglas & Lomason Company. 


80 Wall St., New York 5, N. Y., BOwling Green 9-1600 


Recommended For Appreciation—SEND FOR FREE REPORT 


GENERAL INVESTING CORPORATION 


Members American Stock Exchange 





Address 





(Please print full name clearly) 





F-815 





TWO 
10 GROWTH STOCKS 


The investment fortunes of tomorrow 
- . + may well lie in some of the recom- 
mended 10 growth stocks. Will these 
stocks eventually show gains of 1000%, 
3000%, 6000% .. . like General Elec- 
tric, Otis and Sears? No one can tell. 
But* the ingredients for substantial 
Capital returns are definitely present, in 
our opinion. 

The 10 selected growth stocks are not 
speculations; they represent established 
organizations with good markets and 
strong financial —- Now is the 
time to consider them. One year, three 
years, five years from now may see rises 
that could mean definite capital gains 
to you. 

his special study is yours—FREE— 
with no obligation whatsoever—by 
mailing this ad with your name and 
address. 


BULLETIN!! 


VERY IMPORTANT STOCK tists- FREE! 


10 LOW-PRICED STOCKS 


Standard & Poor’s analysts have de- 
veloped a list of unusually attractive 
stocks that should outdistance the mar- 
ket in the next major advance! 


These are not run-of-the-mill specula- 
tions. They are well established, progres- 
sive companies, many of them leaders 
and very important in American in- 
dustry. 

True, there is unusual risk in the in- 
discriminate purchase of low-priced 
stocks; but these stocks are attractive 
for reasons other than their low price: 
their rapid growth of earnings, generous 
dividend yield, excellent future pros- 
pects a their recognized position 
within their respective industries. 

Be sure to send for these important 
lists: 10 Growth Stocks and 10 Lowe 
Priced Stocks. FREE! 


BOTH STOCK LISTS FREE—NO OBLIGATION 


(Offer open to new readers only. 


Present subscribers covered.) 


Tear out this portion of the ad and paste it on the back of a 2-cent 
postal card or mail it in an envelope. Be sure to include your name 


and address. Send it to: 


Poor's Investment Advisory Survey 


STANDARD & POOR’S CORPORATION 


The Largest S: ical and 





Advisory Organization in the World, Established 1860 
345 Hudson $t., New York 14, N. Y. 


A 794-172 








M INTERNATIONAL BUSINESS 














REWRY 


A quarterly dividend of forty (40) 
cents per share for the third quarter 
of 1956 has been declared on the com- 
mon stock, payable September 10, 1956 
to stockholders of record at the close 
of business on August 24, 1956. 


Drewrys Limited U. S. A., Inc. 
South Bend, Indiana 


T. E. JEANNERET 
Secretary and Treasurer 











® MACHINES CORPORATION 
590 Madison Ave., New York 22, N. Y. 
The 166th Consecutive 
Quarterly Dividend 
The Board of Directors of this Corporation has 
or day declared a Quarterly Cash Divi 


stockholders of record at the c! 
on August 17, 1956. Tranaf 
closed. ks prepared on IBM 
Machines will be mailed. ‘ 

Cc. V. BOULTON, Treasurer. 
June 26, 1956 
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MUTUAL FUNDS? 


We will be glad to send 
you a, free prospectus- 
booklet describing Inves- 
‘tors Mutual, Inc. This 
balanced fund has more 
“than 500 diversified 
holdings of investment 
quality bonds, and both 
preferred and common 
stocks selected with the 
objectives of reasonable 
return, preservation of 
capital, and long-term 
appreciation possibilities 
on an investment. basis. 
For your prospectus- 
booklet, just write: 


Ofevestors 


DIVERSIFIED SERVICES, INC. 


906 Investors Building 
Minneapolis 2, Minn. 











@-T-C 


These three letters stand for the big- 
gest securities market in the world 
—the Over-the-Counter market. 


For income, for security, for capital 
gains there are securities traded O-T-C 
that will meet your requirements. In- 
vestigate the possibilities for you in 
the O0-T-C—see what a vast range of 
issues are available to the astute in- 
vestor. 


And if you’d like information on 
O-T-C stocks that are favorites of 
ours, just fill in and mail the cou- 
pon below. 


McGrath Securities 


CORPORATION 
Members American Stock Exchange (Assoc.) 
70 Wall Street, N. Y. 5 WH 4-0175 


Please send me information on growth 
stocks. 























Name 
Address 
City State 
Telephone 
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THE FUNDS 





BARGAIN HUNTING 


TAKING advantage of the lower stock 
prices that prevailed after the sharp 
May stock market break, many mu- 
tual funds went bargain hunting. In 
the month of May the 126 mutual 
fund members of the National Asso- 
ciation of Investment Companies 
bought $114 million worth of com- 
mon stocks, $8 million worth of pre- 
ferred shares and $26 million worth 
of bonds. A cool $76 million of this 
represented a net increase in invest- 
ment, the rest being simply money 
taken from the sale of other securi- 
ties. Whether or not they found bar- 
gains remains to be seen but certainly 
the funds were showing few signs of 
bearishness. 

For the first six months of 1956, the 
mutual funds added close to $1.2 bil- 
lion worth of securities, to their hold- 
ings, sold close to $714 million. Most 
of the dollars for this buying came 
from the $435 million in net new 
money that investors poured into 
mutual funds during the period. But 
a bit of it came from the cash holdings 
of the funds. These were down slight- 
ly (by $20 million) to $418 million 
in the period. 


INSTITUTIONAL URGE 


INDIVIDUAL investors are far from 
being the only buyers of mutual 
funds. Churches, corporations and 
labor unions with funds to invest 
sometimes find it is convenient to 
turn their investing problems over to 
mutual fund managements by invest- 
ing their dollars in mutual funds. 

Sensing a growing trend in this di- 
rection and realizing the need for 
conservatism among such institutional 
investors, the $100-million Group 
Securities organization has been call- 
ing the attention of its dealers to two 
specialized members of its large mu- 
tual fund family, the General Bond 
Fund and the Institutional Bond 
Fund. 

These two funds number among 
their stockholders banks, charities, 
retirement and pension trusts, frater- 
nal organizations, hospitals, labor 
unions, religious organizations and 
colleges. Group is not the only mutual 
fund organization in the bond field. 
There is the Bond Fund of Boston, 
the Investors Diversified Services’ In- 
vestors Selective Fund, several Key- 
stone Custodian bond funds, the 


Bond Investment Trust of America, : 


Franklin Custodian Funds, Manhat- 


tan Bond Fund and National Securi- 
ties Bond Series. 

All of these funds, of course, con- 
centrate their sales appeal to the 
conservative investor. Obviously bond 
funds cannot promise much in the 
way of capital gains. But they do offer 
something for the investor who wants 
diversification and management of 
his conservative investments. 

Group Securities has a special twist 
on the bond fund idea. One of their 
funds, The Institutional Bond Fund, 
invests only in bonds deemed suitable 
for institutional investors. Its General 
Bond Fund has a bit more leeway 
and offers a higher return. 

But however the bond funds are 
constituted, many mutual funders 
feel there is a promising future in thig 
relatively staid backwater. The rea- 
son is that labor unions, pension 
funds and the like are accumulating 
reserves as never before and yet 
many of them are not quite sure of 
themselves when it comes to investing 
wisely. That is where the mutual 
funds are more than happy to step in: 


COMPETITION? 


HENCEFORTH the older, closed-end in- 
vestment companies may be in a 
better position to challenge the mu- 
tual funds for the small invegtor’s 
allegiance. Congress has passed, and 
the President has signed, a little- 
noticed amendment to the tax laws, 
which may have far-reaching effects 
on the investment companies. 

At present, regulated closed-end 
companies such as Lehman Corp., 
Adams Express, U.S. & Foreign Secu- 
rities pay out all capital gains to 
stockholders. In this way they avoid 
paying taxés on the profits. So do 
the mutual funds, but here is the 
difference: the mutual funds can get 
the money back easily enough be- 
cause they are constantly offering 
new shares. The closed-end com- 
panies do not; thus every time they 
take profits they are, in effect, dissi- 
pating their assets. They ean, of 
course, do as Tri-Continental Corp. 
does—hold on to their profits and 
plow them back. But Tri-Continental 
pays for this advantage by handing 
the tax collector a hefty 25% capital 
gains tax, which the other companies 
are exempt from. 

Under the new law, the investment 
company stockholders can haye their 
cake and eat it, too. Companies such 
as Tri-Continental will still have to 
pay the 25%. But—and thig makes 
all the difference—individyal Tri- 
Continental stockholders cam recap- 
ture the capital gains tax. They can 
take a credit for it on their own tax 
bill. Investors in lower tax brackets 
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will actually get a credit that exceeds 
their liability and can apply it against 
other income. 

Thus the investment company 
keeps its capital and the stockholder 
gets a tax break. The bill does not 
apply until after Dec. 31, 1956, but 
Tri-Continental has already notified 
its stockholders about its probable 
application. 

In their staid way, many closed-end 
company executives are quite ex- 
cited. They are not saying much pub- 
licly, but Forses learns that several 
of the other big cldésed-enders are 
considering changing their pay-out 
policies to take advantage of the new 
law. 


ADDITION & SUBTRACTION 


Wuart stocks did individual funds 
buy and what did they sell in the 
first half of 1956? According to 
the authoritative quarterly Portfolio 
Periscope, published by Arthur Wei- 
senberger & Co., there are few clear- 
cut trends. What evidence there was 
indicated that the fund managers 
leaned a bit toward buying in the air- 
line, coal, construction, insurance, pa- 
per, food chain and steel industries. 
Selling seemed to be centered in the 
oils, chemicals, drugs, aluminums, 
non-ferrous metals, rails, department 
stores and rubbers. 

The autos, too, came in for quite 
a bit of selling, although giant Massa- 
chusetts Investors Trust bought Ford 
and General Motors and State Street 
bought Ford of Canada. But more 
than balancing this, Incorporated In- 
vestors cleaned out its entire 15,000 
share block of Ford, while Delaware 
Fund and Selected American Shares 
were among those selling GM. 

The Federal highway program at- 
tracted buying attention to Cater- 
pillar Tractor. A long list of funds 
bought this stock, including MIT, In- 
corporated Investors. 

As for the electrical equipment 
stocks, the fundmen just did not seem 
able to make up their minds. Some 
sold, some bought. Incorporated sold 
CBS, but amental, State Street 
and Delaware Fund bought it. West- 
inghouse was another case in point. 
Both MIT and Delaware sold it. But 
Affiliated Fund and State Street 
bought it. 

When it came to steel shares, most 
funds apparently heeded the old Wall 
Street adage about not selling on 
strike news. Fidelity did sell Wheeling 
Steel but it shifted the money into 
US. Steel. State Street added USS. 
Steel, Armco and Bethlehem. Funda- 
mental Investors bought National 
Selected American Shares, 
however, dissented. It sold its hold- 
ings of Inland Steel and Republic. 
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City of Florence, Alabama : 
First Mortgage Industrial Development Revenue 


BONDS 


$1,000 Denominations 
(dated: June 15, 1956). 
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Coupons (covering interest) 
due each June 15 & Dec. 15 
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PRICE: 100% and accrued interest 
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== Special Note: with cach $1,000 
= Bond purchased, you may, at your option, subscribe to 100 
shares Sheraton Florence Corporation Common Stock at 
1¢ each ($1 per 100 shares). This Corporation will operate = 
the modern new hotel and motel to be erected with the 
proceeds of this issue. = 
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Write Today for Offering Circular 
to Either of the Undersigned Underwriters 


Joseph Faroll & Co. Gearhart & Otis, Inc. 


Member New York Stock Exchange Member National Assoc. Security Dealers 


29 Broadway, New York 6,N.Y. 74 Trinity Place, New York 4, N.Y. 


me cam cme rms rms meee wets wee ae 





CISTI ISI IOI 


Please send a copy of Offering Circular “FB” relating to Sheraton 
Florence Corporation Common Stock and the “ay of Florence First 
Mortgage Development Bonds. 


Name 
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or Renter Sam 


Motthly’ Folio 8Y2 x 11" 


12 CHARTS ‘1 


{to new buyers only) 
weekly Price es correlated 


and Dividend trends since 

. 1954 for 312 foremost listed stocks. 

28 Trendoscope group average charts 
unique Ratio-Cator profile on each 
sheet, other special charts and da 
and transparent Evaluator sheet. 


ta tables, 





Send $1 NOW for Folio FM-815 
(regularly $3 for single issues) 
Or order 5 Mos. trial $12 pore one quar- 
terly issue of es 12-year CYCLI-GRAPHS 128- 
page Folie. Pull year $29. 
To: Securities Research Corp., 141 Milk Street. 
Boston 9, Mass. I enclose [$1 [$12 [$29 




















14 °CASH-RICH’ 


Common Stocks 


10 Selling BELOW Per-Share 
Net Liquid Assets 


Each of the 14 issues is backed by NET 
LIQUID ASSETS about equal to, or ex- 
ceeding, its current market price. Ac- 
tually 10 of the group are selling BE- 
LOW their per-share value in Net Work- 
ing Capital, while only 4 are priced 
sli htly above such figure. Tyee 14 “CASH- 
RICH” situations are sel ial study 
by FINANCIAL WORLD vowtebend of their past 
performance records, position in their respective 





industries, ample working capital, favorable 
growth pe amare <0 and yields ranging from 4% 
to 8%. What are these companies doing with 


their opulent cash sepeatien - eatcaiey ~ the base 
for a growing sales volu It’s_typical 
of + mane actical "AIDS t« to | MORE sSuUCC 


ING every week in FINANCIAL - 


MRS. ALICE B. MORGAN, HIGHLY 
IUCCESSFU! EA ND IN- 


is 
NANCIAL WORLD — 
FOR THE PAST 24 YEARS. 


If you want to do much better with your 
Investment Dollars, return this “ad” with 
$5 for the next 18 wee eokly copies of FINANCIAL 
WORLD ($9 Newsstand Value for $5) and re- 
ceive also: ‘‘CASH-RICH STOCKS” for Value- 
Minded Investors; ‘‘8 Stocks UNDER-VALUED 
in This Market’; ‘‘Low-Priced Stock Guide,”’’ 
98 stocks selling $1 to $11; ALSO 4 valuable 48- 

monthly ‘independent APPRAISALS of 

sted Stocks.’ 


Or, return “ad” with $20 for full-year 
subscri canes (or 1 fer 6 months) and get all 
items a 1956 Annual $5 “‘Stock 
Fastageaph”’ banal (haw about August 20). 
MONEY BACK IN 30 DAYS*IF NOT SATISFIED. 
BECOME A BETTER JUDGE OF INVESTMENT 
VALUES. CLIP ‘“‘AD’’ NOW AND MAIL TO— 


FINANCIAL WorLD 


53 Years of Service to Investors 
86-FB Trinity Place, N. Y. 6, N. Y. 





READERS SAY 


(CONTINUED FROM PAGE 8) 


One more “jerk” salesman trick. Many 
funds have paid 100% stock dividends 
or two, or three-for-one splitups for the 
purpose. of bringing the price per share 
down to a more popular price range. 
Some salesmen are misleading investors 
into believing these changes are similar 


in effect to when a corporation splits its | 


stock and the price moves up. Of course, 


no mutual fund splitup can affect the | 


total value of the shares one way or an- 
other. 
—Frepertc A. ADAMS, 
Investment Trust Securities 
Denver, Colo. 


Sm: Under the title “Name of Fund” 
(Forses, July 1) you give the Dow Jones 
Industrial Average. I would like to know 


where you can buy some of this mutual | 


fund. According to your article there 
is no initial commission and no yearly 
management charges. If there is such a 
fund, it is the thing to buy. If there isn’t 
such a fund, it is very misleading to com- 
pare it with mutual funds. 

: —Tuomas §S, JuNG 
Plymouth, Ind. 

ForBes does not consider it misleading 
to compare mutual funds—or any other 
securities—with an accepted yardstick of 
security prices.—Eb. 


Sir: I do not see that anything can be 
gained by buying investment trusts, 
when they invest, as some of the big ones 
do, in 100 or 150 stocks. Trusts defeat 
their own object by growing so large . . 
I have done much better than the trusts 
have. .. . Your suggestion that a few well 
chosen stocks . . . are better than: 200, 
hits the nail on the head. 

—H. J. Greene 
Winter Park, Fla. 


Request 


Sir: I cannot resist a comment on the 
recent issues of Forses, and on what 
strikes me as a very welcome extension 
of your usual editorial contents. While, 
as an investor, your concise and pointed 
articles on specific companies are in- 
valuable to me, I particularly like the 
special short articles you have also in- 
cluded. I have in mind such things as 
the pieces on corporate liquidity, gold, 
closed-end companies investment poli- 
cies, and the bond glut in your August 1 
issue. These interpretive pieces give me 
information essential to my thinking that 
I have not been able to find anywhere 
else. Keep giving us more of these. 

—ConrapD PETER 
New York, N. Y. 


Sm: Your article “Bonds: The Glut” 
completely revolutionized my ideas about 
the way the market is going in stocks. 
_Wonderful! Keep it up! 

—Ropney FREencH 
San Francisco, Calif. 











YOU will Need 
$100,000 to Retire! 


Our clients, located in every State and in 

26 foreign countries, follow our definite 

program, It is designed so you can start 

with only a modest amount of money. 
We guide you every step of the way and 

work toward your retirement objective. 

Special Offer—Only $4—New Readers: 

1. Report #80: A sensible and workable 
retirement program 

2. Our Current Bulletin as a BONUS 

3. Your copy of my hard-hitting book 
“HOW TO TAKE A FORTUNE OUT OF 
WALL STREET’ by J. A. Lempenau 


Please return this ad 


THE INCOME BUILDER 


RIVER EDGE ao NEW JERSEY 











AREA RESOURCES BOOK 


1, explains why the 
W\ area we serve 
offers so much 
opportunity 
to industry. 


















Write for 
FREE 
COPY 

Box 899, 

Dept. N, 

Salt Lake 
City 10, 

Utah 


UTAH POWER 
Paliclimaey 


Serving in Utah - Idat 
Colorado - Wyoming 





SAVINGS ACCOUNTS 
BY MAIL 


Handle all 
transactions by mail. 















Send $1 for latest Report F or $5 for month’s 
trial on prompt refund basis if not satisfied. 
LOWRY’S REPORTS, Inc, 
Established 1938 
250 PARK AVE., NEW YORK, N. Y. 








PHOTO CREDITS 


Pace 11: Free Lance Photo Guild 
Pace 12: Free Lance Photo Guild 
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ON THE BOOKSHELF 


Books reviewed in this column are not obtain- 
able from Forbes, but may be purchased from 
your local bookseller or direct from the publisher. 


PLANNING THE FUTURE STRATEGY OF 
Your Business. Edited by Edward C. 
Bursk and Dan H. Fenn Jr. McGraw- 
Hill. $4.25. 


Some 1800 businessmen met last June 
at Harvard to study an important 
problem: what will the future of in- 
dustry look like? This book pinpoints 
the picture that unfolded. Ford’s board 
chairman, Ernest R. Breech, urged 
leaders in Big Business to make 
trends, not follow them. Bell and 
Howell’s president, Charles Percy, 
and executive vice president, William 
Roberts, took a sharp look at the fu- 
ture of medium-sized firms, and the 
problems they are likely to face. Busi- 
ness educator Charles R. Bright took 
the much-confused and abused word 
“automation” and defined it as: “A 
vigorous effort toward more highly 
automatic operation.” Thus he defined 
it as a goal, not a condition of being. 
As an up-to-date guide for every 
management man aware of the need 
for long-range planning, this care- 
fully-edited symposium should prove 
a welcome addition to any executive 


bookshelf. 


Wasuincton Lowpown. By Larston 
Farrar. Signet. 25¢. 


THis paperback book, written in an 
engrossingly racy style by a veteran 
Washington reporter, purports to 
probe, in the orthodox exposé manner, 
beneath the dignified facade of our 
nation’s capital. For all its readability, 
its gossipy anecdotes and personality 
sketches, however, Farrar’s book 
adds little to what any perceptive 
newspaper reader should know about 
the Washington scene. 


PRACTICAL AND LEGAL MANUAL FOR THE 
Investor. By Stanley L. Kaufman. 
Oceana Publications. $2.00 clothbound, 
$1.00 paperback. 


Tuts little book actually lives up to its 
title. In less than 100 pages, lawyer 
and ex-SEC man Kaufman covers 
just about every regulation and law, 
from corporate organization to ex- 
dividend, which effects investors, and 
does it in a non-technical, often breezy 
style (Sample heading, dealing with 
investment advisors: “No Touts Al- 
lowed”). While on his explanatory 
journey, Kaufman also drops a good 
many hints to investors that have 
little to do with the laws of the land. 
There is, for example, a thorough dis- 
cussion of the advantages and dis- 
advantages of mutual funds. 
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WHAT CLIENTS SAY: 


“Am well pleased with the 
services you have been giv- 
ing me and have confidence 
that you and your organiza- 
tion will continue to ade- 
quately cover my situation.” 
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S Your 


Investment Program 


a Family Affair 


—or do you, like Methuselah, expect to live 900 years? 





T’S a blunt question, we'll admit, but it’s one which we 
I: must face. We buy insurance, annuities, invest in 
securities, establish trust funds, do anything and everything 
possible to provide for those whom we will someday leave 
behind. 


— but many of us forget that there are no schools for widows, that unless we 
make the proper provisions TODAY, we are apt to make someone's tomorrow 
a frightfully heavy burden... particularly if that someone is suddenly and 
unexpectedly called upon to step into your shoes and manage the family's 
finances. 


Without proper guidance, a sizable portfolio of securities may prove to be a 
constant source of worry, rather than the sheltered harbor which you had 
intended. Times change. Values fluctuate. The volume of the so-called 
“expert” advice now available to the investor is enough to confuse even the 
most experienced. 


You wouldn’t leave your estate in the hands of a lawyer or a banker, no matter 
how prominent, unless you were convinced that he would act as a trusted 
friend. You would want to know him, test his judgment, be convinced that he 
could always be counted upon to act in your family’s best interests. 


What about your securities then... that portion of your estate which not only 
requires a specialized knowledge, but which, in all probability, may also 
require more time, more personal supervision than you anticipate? 


We submit that NOW is the time to provide for competent investment guid- 
ance... NOW, while you are still in a position to become thoroughly familiar 


with its performance, its reliability, its adaptability to your family's future 
requirements. 


It's not the only reason for acquainting yourself with this FORBES service, 
which provides day-to-day supervision over the portfolios of investors with 
$25,000 and more invested in securities... but it's a mighty important one. 
Send for Free Descriptive Booklet. 


Mail Coupon =—No Obligation 


Forbes Personal investment Management 
7° Fifth Avenue, New York 11, N.Y. 


e 
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‘ 

l | may be interested in retaining the services of 

| FORBES PERSONAL INVESTMENT MANAGEMENT. 

| Will you kindly send me without obligation, complete 

| details? My present investments are vaiued at ap- 
BUTI Gadi tiicnsccccdenibscbitscbestcband | have an additional 

ovicinciec tp ocsnstasagagitiallel in cash for available investment. 
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Southern California 
Edison Company 


ee ee 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


Sos 


CUMULATIVE PREFERRED STOCK, 


4.08% SERIES 
Dividend No. 26 
252 cents per shore. 


CUMULATIVE PREFERRED STOCK, 


CUMULATIVE PREFERRED STOCK, 
- 4.88% SERIES 

Dividend No. 35 

30Y, cents per share. 


The above dividends are pay- 
able August 31, 1956, to stock- 
holders of record August 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, August 31. 


P. C. HALE, Treasurer 


~ July 20, 1956 




































Air REDUCTION 


Company Incorporated 


Grd 157% CONSECUTIVE 


COMMON STOCK DIVIDEND 


The Board of Directors has declared a 
regular quarterly dividend of 50¢ per 
share on the Common Stock of the 
Company, payable on September 5, 
1956 to holders of record on August 
18, 1956, and the nineteenth regular 
quarterly dividend of $1.125 per share 
on the 4.50%, Cumulative Preferred 
Stock, 1951 Series, of the Company, 
payable on September 5, 1956 to hold- 
ers of record on August 18, 1956. 


July 26, 1956 
T. S. O’Brien, Secretary 































INTERNATIONAL 
|| HARVESTER 
}. COMPANY 


The Directors of International Harvest- 

er Company have declared quarterly 

dividend No. 152 of one dollar and 

eee cents ($1.75) per share on 

the preferred stock payable September 

1, songs ao grata at the 
close of business on August 3, 1956. 


GERARD J. EGER, Secretary 








LURIE 





(CoNnTINUED FROM PAGE 40) 


unmistakably “bad” news. In this 
connection, doubts and fears regard- 
ing the possibilities of a Republican 
victory seem inevitable at some time 
in coming months. This campaign, 
like many of the past, may be far 
from a landslide. And anything which 
lessens the confidence factor will be 
reflected in stock prices. 

Even more important, the cost of 
money is going up, for the demand 
for new capital is greater than the 
supply of investable funds. A new 
money “squeeze” is developing and 
the high grade bond market appears 
headed downward. This _ indirect 
pressure on the stock market can be 
rationalized in the sense that: (a) 
There have been times in the past 
when stocks sold on the same yield 
basis as bonds. (b) The Federal Re- 
serve Board is not likely to let the 
boom run out of money, by mistak- 
enly tightening credit in erroneous 
fear of an inflationary spiral. (c) 
The new American Telephone financ- 
ing should not be as much of a 
depressant as was the Ford Motor 
financing, for it appeals to an entirely 
different type of buyer. 

But the money situation could well 
be the excuse for a second look, a 
pause for refreshment. Thus, there is 
the threat of a reaction of worthwhile 
proportions early in the fall. Ques- 
tion of whether or not this is a factor 
to concern the security buyer in mid- 
August is a matter of personal pref- 
erence. Two factors, meanwhile, must 
be borne in mind: (1) Ours is an era 
of cross currents—just as it is an era 
where the dramatic changes are be- 
ing avoided. (2) The stock market 
today is dominated by a more sophis- 
ticated, more intelligent buyer than 
ever before in history. All of which 
means that any time is a good time 
to buy a good stock. 

In other words, uncommon values 
will not long go unnoticed; the inter- 





Pullman 
Incorporated 


356th Dividend and 
90th Consecutive Year of 
Quarterly Cash Dividends 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on Septem- 
ber 14, 1956, to stockholders of 
record August 20, 1956. 


CHAMP CARRY 


President 


PA 
KELLOGG 
wy 
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poscceceses 


THE FLINTKOTE COMPANY 


New York 20, N. Y. 


A quarterly dividend of $1.00 per 
share has been declared on the 
$4 Cumulative Preferred 
Stock payable September 15, 1956, 
to stockholders of record at the 
close of business August 31, 1956. 
A quarterly dividend of $.60 per 
share has been declared on the 
Common Stock payable Sep- 
tember 15, 1956, to stockholders 
of record at the close of business 
August 31, 1956. 
WILLIAM FEICK, Jr., 
Treasurer 
August 1, 1956. 














Uniteo ie Lines 
Company 


Common 
Stock 
DIVIDEND 
The Board of Directors has authorized the 


payment of a dividend of thirty-seven and 
one-half cents ($.371/2) per — rap atm 








American Broad.-Paramount 
Armco 


Atlantic Coast Line 
Boeing Airplane 
Brunswick-Balke-Collender 
Chrysler 
Deere & Co. 
Douglas 
Eaton Manufacturing 
International Harvester 
Jones & Laughlin 
National Supply 
Westinghouse Elec. 
Wagner Electric 














7, 1956, to hold 

Stock of record August 17, 1986. who on 
that date hold regularly issued Common 
Stock ($1.00 par) of this Company. 


CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 














EQUITABLE Gas COMPANY 


PITTSBURGH, PENNSYLVANIA 


At a meeting held July. 31, 
1956, the Board of Directors 
declared quarterly divi-' 
dends of $1.125 per share on 
the 4.50% Convertible Pre- 
ferred Stock and 37% cents 
per share on the Common 
Stock, payable September 1, 
1956 to ail holders of record 
at the close of business Au- 
gust 10, 1956. 


H. 8S. Netting, Jr., 
Secretary 
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est in securities is too great. Partic- 
ularly today, when there is such a 
wide divergence between the pop- 
ularly labelled growth stocks or blue 
chips and the more prosaic but nev- 
ertheless intelligent speculations. 

The issues on the preceding page 
meet the test of offering less price risk 
but a greater appreciation potential 
than the market as a whole, from here 
out. Some have been discussed in past 
columns; others will be in the future. 
Some are obvious beneficiaries of 
changes taking place within the 
economy. 


GOODWIN 





(CONTINUED FROM PAGE 42) 


being estimated at around $6 a share. 
The current $2.50 dividend may be in- 
creased or supplemented by an extra. 

In addition to its steel business, Re- 
public has taken a major position in 
titanium mining and finishing. Ti- 
tanium, which in some circles has been 
called the “Cinderella Metal,” is the 
fourth most abundant structural ele- 
ment, and offers much promise for 
atomic uses and those industries 
where weight-saving, and heat and 
corrosion resistance are desired, such 
as in the manufacture of jet engines, 
airplanes, missiles, nuclear reactors 
and chemical construction materials. 
Exploration of the company’s rutile 
deposits (from which titanium is ex- 
tracted) in Mexico has proved tre- 
mendously successful, having in- 
dicated over 25 million tons of the ore. 
Republic has produced titanium prod- 
ucts for over five years and is con- 
tinuing its policy of expansion in this 
direction in order to place itself in a 
favorable position to meet the growing 
demand that appears to lie ahead for 
this wonderful metal. Recent price, 
48; yield, 5.2% 


BIEL 





(CONTINUED FROM PAGE 46) 


place. 

The individual investor, especially 
one who has no easy access to com- 
petent advice, can profit consider- 
ably from the guidance given by the 
professional managers of investment 
companies through the medium of 
The Favorite Fifty, which, by the way, 
not only outperformed the averages 
but also the average investment com- 
pany. And because an individual is 
more flexible, he should be in a posi- 
tion to improve on the performance 
of the investment trusts and maybe 
even The Favorite Fifty. 


ForseEs, aucust 15, 1956 














business August 6, 1956: 


Security 


Preferred Stock, 5.00% Series 


TEXAS EASTERN 














Common and Preferred Dividend Notice 


July 25, 1956 
The Board of Directors of the Company has declared 
the following quarterly dividends, all payable on 
September 1, 1956, to stockholders of record at close of 


Preferred Stock, 5.50% First Preferred Series. 


Preferred Stock, 4.75°%% Convertible Series... .. . $1.18% 
Preferred Stock, 4.50% Convertible Series 
Common Stock ............... 


SHREVEPORT, LOUISIANA 


Amount 
per Share 


..$1374% 
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CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has de- 
clared a quarterly dividend of sixty cents ($.60) per share 
on its Common stock, payable September 10, 1956, to stock- 
holders of record at the close of business August 17, 1956. 


ERLE G. CHRISTIAN, Secretary 
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TENNESSEE 
CORPORATION 


July 10, 1956 


A dividend of fifty (50c) 
cents per share was declared 
payable September 26, 1956, 
to stockholders of record at 
the close of business Septem- 
ber 12, 1956. 


Joun G. GreensurcH 


61 Broadway Treasurer. 


~ fekion Weller 
Hefpactoris Company 


Board of Directors has A 
for quarter di Septemb 
30, 1956 DIVIDEND of ONE and 
ONE-HALF PER CENT (112%) or 
$1.50 per share on PREFERRED 
STOCK, payable October 20, 
1956 to shareholders of record 
October 6, 1956. 

Also declared DIVIDEND of 70c 
per share on COMMON STOCK, 
payable September 1, 1956 to 
shareholders of record August 
10, 1956. 


G. F. Cocpasiier, Fe, 
Vice President and Secretary 


Pittsburgh, July 26, 1956 








New York 6, N.Y 





























TEXAS PACIFIC COAL AND OIL COMPANY 


At the regular monthly meeting held July 25, 
1956, the Board of Directors declared a regular 
quarterly cash dividend of 25 cents a share, pay- 
able September 
at close of business August 10, 1956. 
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5, 1956, to stockholders of record 


By R. Seibel, Secretary 











NATIONAL DISTILLERS 


PRODUCTS 
CORPORATION (IN 











DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25c per share on the outstanding 
Common Stock, payable on Sep- 
tember 1, 1956, to stockholders 
of record on August 10, 1956. 
The transfer books will not close. 
PAUL C. JAMESON 
July 26, 1956. Treasurer 
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petroleum 
corporation 
DIVIDEND NOTICE 





close of business August 
10, 1956. 
R. L. To.uerr, 
President 


July 25, 1956 





THE TEXAS COMPANY 


216th 
Consecutive Dividend 


A regular quarterly dividend of 
fifty cents (50¢) per share on the 
Capital Stock of the Company has 
been declared this day, payable 
on September 10, 1956, to stock- 
holders of record at the close of 
business on August 10, 1956. 


The stock transfer books will re- 
main open. 








S. T. CrossLanp 


© Vice President & Treasurer 


| Acash dividend of Seventy-fivecents 
| (75¢) per share on the outstanding 
} eapital stock of this Corporation 
| has been declared, payable Sept. 1, 
i} 1956 to stockholders of record at 
i the close of business Aug. 3, 1956. 


40) cciared, payable 
been dec’ . até 


has 
956, to 
at aber 15, 1956. 


M. B. LOEB, President 
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it’s Magic. One of these days, pre- 
dict auto engineers, cars will be 
shipped from the factory painted with 
photo-sensitive pigments, and me- 
chanics will be able to add the cus- 
tomer’s color choice through use of an 
electro-magnetic radiation gun. This 
futuristic painting method may also 
mean the end of the wash rack. By 
providing its own electro-static energy 
field, the paint will expel dust and 
dirt, be literally self-cleaning. 


Customs Simplification Law, recently 
signed by President Eisenhower, will 
end confusion for many importers. 
Before the act was passed, merchan- 
dise brought into the country was 
subject to levy on either the price 
paid by importers or the current 
foreign price. Now, on items where 
the difference is 5% or less, importers 
will pay duty simply on the basis of 
their purchase price. 


Industry’s demands for capital funds 
reached an all-time high in the first 
half of 1956. According to the New 
York Federal Reserve Bank, $5.3 bil- 
lion of securities were offered by 
corporations for cash vs. $4.9 billion 
in the same period last year. 


Are Americans saving enough tomeet 
future demands for capital? Appar- 
ently yes. While the Gross National 
Product rose 81% in the past decade, 
personal disposable income climbed 
79% (to $269 billion). But individual 
savings and investments shot up 113% 
(to $212 billion), mainly on the 
strength of an 181% increase in in- 
vestments in listed stocks ($207.7 bil- 
lion at 1955’s year-end). 


Tighter mortgage money and stiffer 
down payments are having their logi- 
cal effect on the housing boom. New 
non-farm housing starts in June num- 
bered 104,000, or 4,000 less than in May 
and 30,500 less than in June 1955. For 
the first six months, dwelling starts 
had fallen 125,000 to 569,000, an 18% 


decline. 
* 6 — 


Cheyrolet outraced Ford in the auto 
sales race by 139,327 registrations in 
1956’s first half, according to the latest 
R. L. Polk & Co. figures. Chevvy sold 
805,100 cars, a new record for the GM 
division, topping the 756,317 total sold 
in the first half last year. 








YALE & TOWNE 


Declares 274th Dividend 
37'2¢ a Share 


On July 26, 1956, 
dividend No. 274 
of thirty-seven 
and one-half cents 
per share was 
declared by the Board 
of Directors out 

of past earnings, 
payable on 

Oct. 1, 1956, to 
stockholders of record 
at the close of business 
Sept. 7, 1956. 







F. DUNNING 
Executive Vice-President and Secretary 
THE YALE & TOWNE orc. co. 
Cash dividends paidina every year since 1899 
—————— 
SOCONY MOBIL 
OIL COMPANY, INC. 
Dividend No. 182 











The Board of Directors on 
July 24, 1956, declared a quar- 
terly dividend of 50¢ per share 
on the outstanding capital stock 
of this Company, payable Sep- 
tember 10, 1956, to stockhold- 
ers of record at the close of busi- 
ness August 3, 1956. 


A. M. SHERWoop, Secretary 


BROWN 
COMPANY 


BERLIN, N. H. 


DIVERSIFIED FOREST PRODUCTS 
Nibroc Towels—Sermico Pipe 
Papers 





Engineered Pulps and 








A regular quarterly dividend of 
25¢ per share on the Common 
Stock of this Company has been 
declared payable September 1, 
1956 to stockholders of record 
at the close of business August 


10, 1956. 
| Ss. W. SKOWBO | 


Senior Vice Presiden? 
and Treasurer 


Esso) 


STANDARD OIL COMPANY 
(INCORPORATED IN NEW JERSEY) 
The Board of Directors 
has declared a 


Cash Dividend on the capital stock of 
50 cents per share on August 
2, 1956. This dividend is 
payable on September 11, 
1956, to stockholders of 
record at the close of busi- 
ness on August 13, 1956. 

380 Rockefeller Plaza, New York 20, N. Y. 
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Divisions 
BARRETT - GENERAL CHEMICAL 
MUTUAL CHEMICAL - NATIONAL ANILINE 
MITROGEN - SEMET-SOLVAY 
SOLVAY PROCESS 


COMMON STOCK DIVIDEND 
Quarterly dividend No. 
142 of $.75 per share has 
been declared on the Com- 
mon Stock of Allied 
Chemical & Dye Corpora- 
tion, payable September 
10, 1956, to stockholders 
of record at the close of 
business August 17, 1956. 


RICHARD F. HANSEN, 
tely 31,1006 | OOO 


























Continuous Cash Dividends 
Have Been Paid Since 
Organization in 1920 























CASH DIVIDEND No. 36 


The Board of Directors of 
Delta Air Lines, Inc. has 
declared a quarterly divi- 
dend of 30c per share on 
the capital stock of the 
company, payable Septem- 

















ber 6 to stockholders of 
record at the close of 
business August 15. 


Delta Air Lines, Inc. 


AONE 





























17, 1956. 


August 1 





PHELPS DODGE 
CORPORATION 


The Board of Directors has de- 
clared a third-quarter dividend of 
Seventy-five Cents (75¢) per share 
on the capital stock of this Corpo- 
ration, payable September 10, 1956 
to stockholders of record August 


M. W. URQUHART, 


Treasurer. 


, 1956 
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Cheaper cottons in 1956? The new 
cotton crop year, which began August 
1, already shows lower prices for the 
fiber. Cotton at Houston is now about 
31%c a pound, 5.3% less than a year 
ago. Cloth prices are heading down- 
ward too. The trend-setting 80-square 
print cloth has dropped 1%c, to 18%4c 
a yard, since February 15. 


The high cost of a price war was 
painfully evident when the tire yarn 
makers announced their six-months 
figures. American Enka’s 24-week net 
was down 51%, from $3.5 million to 
$1.7 million, American Viscose’s profit 
was off 62%, to $2.3 million, and 
Beaunit Mills’ net dropped from $2.2 
million to $1.6 million, down 28% for 
the quarter ended June 30. 


Footfall. June shoe production fell 
sharply. The 444 milion pairs of 
shoes produced in the U.S. in June 
were 7.4% below May, and 10.4% be- 
low the June 1955 output. Production 
for the first six months, however, is 
still 3.8% higher than last year’s mid- 
term output of 305.7 million pair. 


With the death of the Lehman Bill, 
which proposed state development of 
the Niagara River, New York State 
Power Authority Chairman Robert 
Moses is preparing to challenge in 
court Congress’ right to say anything 
en the matter. Said he: “A serious 


power shortage threatens the indus- | 


tries along,the Niagara frontier.” 
. 7 * 


The Federal Government took out 
more patents covering electronic 
gadgetry than did any single private 
electronics company last year. RCA 
with 262, Bell Telephone Laboratories 
with 170 and General Electric with 
118, did well enough. But out of the 
3,130 electronic patents issued, no less 


than 321 were awarded to Federal | 


agencies. 
* * a 


Are railroads in danger of pricing 
themselves out of the passenger busi- 
ness? That was the question the in- 
dustry was asking as the Pennsy and 
the New York Central prepared to 


AC f rpustriss 


INCORPORATED 
Preferred Dividend No. 198) 


A dividend of 62'2¢ per 
share on the $50.00 par 
value 5% cumulative con- 
vertible preferred stock 
of this Corporation has 
been declared payable 
September 1, 1956, to 
stockholders of record at 
close of business August 
15, 1956. 


Common Dividend No. 147 


A dividend of $1.00 per 
share on the common 
stock of this Corporation 
has been declared payable 
September 15, 1956, to 
stockholders of record at 
close of business August 
31, 1956. 


C. ALLAN FEE, 
Vice President and Secretary 


August 2, 1956 

















petition the ICC for 33144% to 50% | 


boosts in first-class fares. Even 
though the new fare structure would 
make it cheaper to take a plane from 
New York to Chicago, two inter- 
change lines, the Lehigh Valley and 
the Chesapeake & Ohio, indicated they 
were ready to support the proposal. 


Atlas Corporation 


33 Pine Street, New York 5, N. Y. 











Dividends declared on 
5% Cum. Preferred Stock 
and Common Stock 


e A payment of 29 1/6¢ per share 
on the new 5% Cumulative 
Preferred Stock (covering a 
31, months period at the reg- 
ular quarterly rate of 25¢ per 
share) 


¢ Payable September 15, 1956 
eA regular quarterly of 15¢ 
r share on thenew Common 


Stock (split 4-for-1 on May 
31, 1956) 


e Payable September 20, 1956 


e Record date for both divi- 
dends August 28, 1956. 


WALTER A. PgTEerson, 
Treasurer 
August 1, 1956 
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INDUSTRIES, INC. 
TOLEDO 1, OHIO 


46th Consecutive Dividend Notice 


The Board of Directors, in the reg- 
ular meeting held July 30, 1956, 
declared a cash dividend on the 
Corporation’s outstanding common 
shares of fifteen cents (15c) per share, 
payable August 31, 1956, to share- 
holders of record August 15, 1956. 


, Joseph L. Conley, Secretary 




















FORBES GUIDE SELECTS 79 


























ii you now hold, or are planning to buy stocks from $1 to $30 a share, we urge you to check first with 
the NEW 1956 edition of the FORBES “LOW-PRICED STOCK GUIDE"—which we shall be happy 
to send you on a money-back-if-not-completely-satisfied basis. 


This FORBES Guide is the result of a penetrating analysis of over 1,400 stocks selling from $1 to $30 
on the major Exchanges. To our knowledge, it is just about the most authoritative guide to low-priced 
stocks available—revised each year to help investors (particularly those with limited funds) buy BIG 
profit-potentials with small amounts of capital. 


The 1956 FORBES "LOW-PRICED STOCK GUIDE" will help you avoid wasting time and money on the 
worthless "cats and dogs’. It handpicks 79 of the most promising low-priced stocks and analyzes them for 
you—labels the character and the quality of each stock—tells you which to buy for big speculative 
profits, for liberal and well-protected income, for steady, long-term growth. 


Increase Your Opportunities For Capital Gains 


This FORBES Guide will help you diversify even modest sums—permit you to buy in 100-share lots— 
materially increase your opportunities for capital gains by pointing out many carefully researched 
stocks which combine almost blue-chip quality with low-priced volatility. 


You'll find 17 stocks recommended for accelerated growth—24 stocks for generous, near-term price 
appreciation—12 stocks for unusually high yields—1!9 "junior blue-chips" for stability and income—and 
7 best investment trusts, In addition, this Guide contains professionally balanced, $1,500 "'storter port- 
folios" for each of these four main groupings which now yield up to 6.6%. 


Now do not assume that just because these 79 stocks are low in price, they are low in quality. We've 
weeded out the investment "booby-traps''—avoided companies which are living in the past—have select- 
ed only 79 which, after thorough investigation, appear best situated to give a good account of them- 
selves in the “hard sell'' days ahead. 


y Ye Order Now and Save $5.00 Money-Back Guarantee 
Because you are a FORBES reader, you are eligible for our special pre-publication offer 
which saves you a full 33 1/3% on the regular price—$10 instead of $15—and your 
money back in 10 days if not satisfied. 


But please, reserve your copy today! Advance orders thus far indicate that our rather 
limited supply will be exhausted quickly—and, because of the timing factor involved 
in all security investments, it is not possible to go back to press with a second edition, 


CLIP AND MAIL TODAY 





SUPPLY 
LIMITED — 
MAIL 
COUPON 


Investors Advisory institute, Inc. 
Subsidiary of Forbes inc. 
80 Fifth Avenue, New York 11, N.Y. 
Enclosed is $10. Please send me on publication the new 1956 FORBES 


“LOW-PRICED STOCK GUIDE” which regularly selis for $15. If | am not satisfied, 
1 may return it within 10 days for full refund. (Add 3% Sales Tax on N. Y. C. orders.) 
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NAME , : 
Please Print W . 

ADDRESS 

CITY. ZONE. STATE. 
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BEST LOW-PRICED STOCKS! 








ACF Wrigley Strs. 
Adams Ex. 

Alaska Juneau 
Alleghany Corp. 
Amer. Airlines 
Amer. Bosch Ar. 
Amer. Broad Para. 
Amer. Export Lines 
Amer. & For. Pow. 
Amer. M. & Fdy. 
Amer. Maracaibo Oil 
Amer. Metal 
Amer. Motors 


Amer. Water Works 
Armour 

Ashland Oil & Refining 
Atlas Corp. 

Avco Manufacturing 
Baldwin-Lima-Hamilton 
Banff Oil Ltd. 

Barium St. 

Beaunit M. 

Bellanca Corp. 
Benguet Consol. Mining 
British Petroleum 

Budd Company 
Burling Ind. 

Burma Mines Ltd. 

C. & C. Super 
Campbell Chiboug 
Can. South Pet. Ltd. 
Canso Nat. Gas Lid. 


Am. Radiator & Stan. San. 


Case, J. |. 
Celanese Corp. 
Certain-teed P. 
Chadborn Gotham 
Chicago Corp. 
Chi. MSP & Pac. 
Clevite Corp. 
Colorado Fuel & Iron 
Colorado Br. A. 
Columbia Gas 
Coml. Solv. 
Cont. Copper & Steel 
Continental Motors 
Corn Prod. 
Cuban Ven. Oil 
Cudahy Packing 
Curtis Pub. 
Dan River M. 
Deere 
Drill & Exploration 
El. Bond & Share 
& — Ind. 

ul orp. 
aati itd 


Fairchild Eng. & Airpl. 


Fawick 

Fedders 

Ford Motor Ltd. 
Foremost Dairies 
General Public Service 
Gimbel Brothers 
Graham-Paige 
Greyhound Corp. 


Hazel At. G. 
Houd Ind. 

Howe Sound 
Hupp Corp. 

Israel M. Pet. 
Kroy Oils Ltd. 
Lehigh C. & N. 
Lib. McN. & L. 
Loews Inc. 
Lorillard P. 
Merritt C. & S. 
Mid South Utilities 
Minerals & Ch. 
Mohasco Industries 
Nat. Dept. Strs. 
Nat. Dist. 

Nat. Fuel G. 

Nat. Petroleum 
Nat. Tele. F. Assoc. 
Nat. Theaters 
Natomas 

NE Elec. Sys. 
Newport Ind. 

New Idria Mining & Chem. 
Niag.-Moh. Pow. 
No. States Pow. 
Oliver Corp. 
Peabody Coal 
Pennsylvania RR 
Pepsi-Cola 

Petrol Corp. 

Phila. & R. Corp. 
Philco 


Are You Holding Any of There Lou- Priced Stocks? 


Pug. Sd. P. & L. 
Raytheon Mfg. 
Rexall Drug 
Rhodesian S. 

Roan Ant. Copper 
Rock Sp. & Ax. 
Ryan C. Pet. 
Schenley Industries 
Sears, Roebuck 
Southern Co. 

Sperry Rand 

Spiegel Inc. 

Stand Ind. 
Studebaker-Packard 
Sunray Mid-Cont. 
Textron Inc. 
Tri-Continental 
Union Electric Company 
United Corp. 

United Dye & Chem. 
United Gas 

United Merchants & Mfrs. 
U. S. Hoff. 

U. S. Ind. 

U. S. Lines 

U. S. Pipe & Fdy. 
Warner B. Pict. 
Webb & Knapp 
Western Penn. E. 
Western Union Telephone 
Wilson & Co. 

Yale & Towne 


Listed above are 131 actively traded, low-priced stocks. All have very strong followings. Yet only 25, less than 
1 in 5, are rated “BUY” and are in the new, 1956 edition of the FORBES “LOW-PRICED STOCK GUIDE” 











Typical Profits 


Merrill Petroleum . + 152%, 
National Container + 111%, 
Un. Elec. Coal ... 
Clark Controller . . 
Armour ......... 


+ 6 
Emerson Elec. Mfg. + 58°, 


Vhat Could Fave Been Realized from 
Last Year's Low-Priced Stock Guide! 


General Cable .. + 52% Am. Enc. Tiling... + 38% 

_ ee + 52% Mead Johnson... + 35% 

+ 87%, Micro. Hone ..... + 43%, Drilling & Expl. ... + 33% 
+ 70%, Beckman Instr. ... + 43% Nat. Dist. Products + 28°/, 
60°, Ashland Oil ..... + 42% San Diego G. & E. + 22% 
Neptune Meter .. + 39% Laclede Gas ...... + 20%, 
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give ON THE 
| Tes BUSINESS OF LIFE 


The first virtue of all really great 
men is that they are sincere. They 
eradicate hypocrisy from their hearts. 
They bravely unveil their weaknesses, 
their doubts, their defects. They are 
courageous. They boldly ride a-tilt 
against prejudices. No civil, moral 
nor immoral power overawes them. 
They love their fellow-men pro- 
foundly. They are generous. They 
allow their hearts to expand. They 
have compassion for all forms of suf- 
fering. Pity is the very foundation- 
stone of Genius.—ANATOLE FRANCE. 


True prosperity is the result of 
well placed confidence in ourselves 
and our fellow man. —Bunrt. 


Self government is no less essential 
to the development, growth, and hap- 
piness of the individual than to the 
nation. —W. H. Dove tas. 


If you want to succeed in the world 
you™must make your own opportun- 
ities as you go on. The man who waits 
for some seventh wave to toss him 
on dry land will find that the seventh 
wave is a long time coming. You can 
commit no greater folly than to sit by 
the roadside until someone comes 
along and invites you to ride with him 
to wealth and influence. 


—Joun B. Goucu. 


There is a creed that every sales- 
man who succeeds. lives up to. It is 
simple and brief—and it works. Here 
it is: 

Believe first in what you sell. 

Believe your prospect will profit by 
it. 

Believe in the firm back of you. 

—Georce J. BARNES. 
ee 

Recognition for a job well done is 
high on the list of motivating influences 
for all people; more important in many 
instances than compensation itself. 
When someone is promoted, a promo- 
tion that everyone could “see coming” 
because of an excellent record, the 
entire department is stimulated. For it 
is clear, then, that promotions are 
based on merit. A promotion that 
seems to come “out of the blue,” 
which is always the case when no one 
knows what the next fellow is doing, 
causes nothing but resentment and a 
further weakening of the will to work. 

—Jonn M. Witson, 
v.p.-National Cash Register Co. 


You will do the greatest service to 
the state if you shall raise, not the 
roofs of the houses, but the souls of 
the citizens: for it is better that great 
souls should dwell in small houses 
rather than for mean slaves to lurk 
in great houses. —EPICTETUS. 





B. C. FORBES: 


As I listened to a harpist, there 
floated through my mind the 
thought that playing the game 
of business is like playing an in- 
strument. The harpist deftly 
created sweet music. Some busi- 
ness men get mainly harmony 
from their efforts; others little 
but discord. After all, does it 
not depend wholly upon our- 
selves whether we reap satis- 
faction or sourness? The world, 
*tis said, is a mirror, a reflection 
of ourselves. Some human be- 
ings, with gladness and buoyan- 
cy and happiness in their hearts, 
have the faculty of radiating 
cheer—and receiving cheer in 
return. Others are inherently 
grouchy, touchy, irascible, dis- 
contented. They play an inhar- 
monious tune. After more than 
half a century of observation 
and experience, I have learned 
to pity those who, no matter how 
far they have risen, haven't 
learned to create harmony. Not 
only are they afflicted by un- 
happiness, but I am convinced 
they shorten their lives. Shakes- 
peare, as usual, was right, when 
he said, “A merry heart goes all 
the day, your sad tires in a 
mile-a.” To live long and achieve 
happiness, cultivate the art of 
radiating happiness. 











You will find yourself refreshed by 
the presence of cheerful people. Why 
not make earnest effort to confer that 
pleasure on others? You will find 
half the battle is gained if you never 
allow yourself to say anything gloomy. 

—L. M. Cut. 


A complaint is the result of a mis- 
take or a misunderstanding. When 
your client kicks, either you have 
lapsed in your service to him or he 
has misunderstood the limits or the 
value of your service. Every kick you 
get that is due to your failings con- 
tains the germ of an improvement in 
your service. Not every client com- 
plains. The man who kicks merely 
expresses in vigorous, tangible form 
the thought that may be in the minds 
of dozens, or hundreds, of your cus- 
tomers. The kicker helps you find 
out what other people think is the 
matter with your business. 


—EXCHANGE. 


The vision of things to be done 
may come a long time before the way 
of doing them becomes clear, but wee 
to him who distrusts the vision. 


—JENKIN LLoypD JONES. 


No man is free who is not master 
of his soul and controller of his spir- 
it. —Tuomas Crompte, D.D. 


Dreams never hurt anybody if he 
keeps working right behind the dream 
to make as much of it come real as 
he can. —F. W. Wootwortn. 


First, always seek to excel yourself. 
Put yourself in competition with 
yourself each day. Each morning look 
back upon your work of yesterday 
and then try to beat it. Second, I ask 
you to look upon the whole of life as 
a vast university—the ideal university 
of the future whose students will 
spend a part of the time in learning 
what to do and how to do it and then 
a larger part in actually doing the 
things they learn to do. —SHELDON. 


If we don’t discipline ourselves the 
world will do it for us. 


—WILLIAM FEATHER. 


The law should be loved a little be- 
cause it is felt to be just; Seared a 
little because it is severe; hated a 
little because it is to a certain degree 
out of sympathy with the prevalent 
temper of the day; and respected be- 
cause it is felt to be a necessity. 


—EmuILe Fourcet. 





More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. 











A Text... 


Sent. in by C. R. Moehlenhoff,. St. 
Louis, Mo. What’s your favorite 
text? A Forbes book is presented 
to senders of texts u 


Take therefore no thought for the morrow, 
for the morrow shall take thought for the 
things of itself. Sufficient unto the day is the 
evil thereof. 


—Srt. Matruew 6:34 





Forses, aucust 15, 1956 
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